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INTRODUCTION 


Atlantic City, N. J. 
November 15, 1957 


To the Officers and Delegates of the Second Constitutional 
Convention of the American Federation of Labor and 
Congress of Industrial Organizations: 


GREETINGS: 


This convention opens on the second birthday of the American Fed- 
eration of Labor arid Congress of Industrial Organizations. The inter- 
vening years since our merger convention have been challenging and 
monumental. 

It is with pride that we can report the AFL-CIO has met the chal- 
lenges that have arisen, has made steady and continuing progress, and is 
prepared to march forward into the future with confidence, with pride in 
our great heritage, and with determination to achieve a better world for 
our members and their families and for all who believe in freedom and 
democracy. 

Two years ago, we ended the twenty years of division in the ranks 
of the American labor movement. We knew there were many problems 
ahead. We knew that merger did not automatically resolve these prob- 
lems. We knew, however, that we had created an instrumentality—the 
best instrumentality we could devise—through which we could meet our 
problems in a united trade union family and make progress for workers. 

Today, with two years of fruitful and rewarding experience behind 
us, we can be proud of the accomplishment of merger and proud of the 
progress that the AFL-CIO has made in a period of complex and often 
adverse circumstances. 

The single purpose of the American labor movement is to serve 
workers. It exists for no other reason. It is not a political nor an ideo- 
logical machine. It is not a pleasure vehicle designed to give certain 
men a ride to power. It is not the private preserve of any individual. 
It is not the property of any man or any little group of men. It belongs 
only to the members, to serve them and to serve the nation. 

The workers of America, who have created the great unions of this 
Federation and who have selected certain men to lead them, have placed 
in these individuals great power for good or evil. They have entrusted 
them with a sacred responsibility. 

On occasions such as this, the officers of the labor movement must 
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account for their stewardship, must stand before a jury of their peers 
in the labor movement, must show what they have done as the custo- 
dians of this sacred trust. 

Humbly, but with pride, we can report to you that the officers of the 
American Federation of Labor and Congress of Industrial Organizations 
have been true to that trust. 

We have continued to build and strengthen our trade union move- 
ment during these past two years and we have been building upon the 
firmest of foundations—the traditions, the history and the inspiration 
of those late, great leaders of labor, Samuel Gompers, William Green 
and Philip Murray. 

The Executive Council, your highest governing body between conven- 
tions, has faced many trying problems during this two-year period. The 
Executive Council has deliberated carefully and has acted calmly in 
every instance. Each question has been weighed on this scale: “what is 
best for the workers we represent ?” 

Certainly, there have been differences of opinion. Honest men, meet- 
ing in a democratic manner, must differ. But differences of opinion do 
not make disaster. Rather the decisions that are hammered out through 
democratic deliberation are, in the final analysis, the best for a demo- 
cratic organization, for they take into account all aspects of every 
situation. 

This Convention will have before it many grave and compelling prob- 
lems. It will be called upon to act on matters of extreme importance to 
workers, to our nation, to the future of the American trade union move- 
ment as we know it and respect it. 

Knowing the caliber of the delegates to this Convention, we are confi- 
dent that the decisions will be sound, that the actions will be forthright, 
that the programs will enhance the future of Americal labor—because 
ours is an organization that not only preaches democracy but practices 
and respects it as well. 
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Financial Report 


To the Officers and Delegates to the Second Constitutional 
Convention of the American Federation of Labor and 
Congress of Industrial Organizations 


Dear Sirs and Brothers: 


In this section of my report there are presented the financial state- 
ments of the AFL-CIO for the period December 5, 1955 to June 30, 1957. 
The statements have been certified to by our independent certified public 
accountants, Main and Company. 

The assets, liabilities, and net worth of the AFL-CIO as of the date 
of merger (December 5, 1955) and at the end of our last fiscal year 
(June 30, 1957) are shown in statement No. 1. You will see that our 
net worth, or the excess of our assets over liabilities, increased from 
$4,828,599.07 at the date of merger to $5,573,666.62 at June 30, 1957. 

If you will refer to statement No. 2, you will note that this net worth 
increase of $745,067.55 represented the excess of our income over ex- 
penses for the entire period. We have summarized our income and 
expenses in statement No. 2 by fiscal periods, the first period represent- 
ing, of course, the short period from December 5, 1955 to June 30, 1956. 

During this short period ending June 30, 1956, our expenses exceeded 
income by $157,719.21. Moreover, had it not been for excess per capita 
taxes of $546,640.72 received from former CIO National and Interna- 
tional Unions, our operating deficit would have exceeded $700,000.00. 

We reported to you then that our operating deficit concerned all of 
us and that steps would have to be taken to enable us to operate within 
our budget. The Executive Council of the AFL-CIO gave immediate 
attention to the problem and adopted a per capita assessment effective 
July 1, 1956 which had the effect of increasing the per capita tax assess- 
ments of National and International and Directly Affiliated Local Unions 
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by one cent per member per month for a period of fifteen months. The 
period of this additional assessment was later extended through Decem- 
ber, 1957. 

During this past fiscal year, which ended June 30, 1957, our income 
exceeded expenses by $902,786.76. We were therefore able to utilize this 
excess, as well as a portion of our cash reserves, to reduce the indebted- 
ness which we incurred in constructing and equipping our headquarters 
building in Washington, D. C. 

The final cost of our headquarters building (completed in 1956), 
amounted to $4,200,521.66. The building was financed in part by bank 
loans aggregating $2,222,223.09. Periodic principal payments have re- 
duced this indebtedness to $985,342.07 at June 30, 1957. It is my hope 
that the level of our income will be such that we can continue our essen- 
tial programs and make still further substantial reductions in this in- 
debtedness. 

Statement Nos. 3 through 11 of this report set forth details of vari- 
ous items of income and expenses summarized in statement No. 2. State- 
ment No. 12 summarizes defense fund transactions for the period. 

In addition to the financial statements, of the AFL-CIO, this section 
also contains the financial report of the trustees of the AFL-CIO Or- 
ganizers Pension Plan and the AFL-CIO Staff Retirement Plan; as well 
as the Executive Council’s financial report of the AFL-CIO International 
Free Labor Fund. 

We are aware that our membership is vitally interested in the finan- 
cial affairs of our Federation, and we have done our best to provide them 
with a comprehensive accounting of our stewardship. If you should have 
any questions or comments on the financial report, we hope that you will 
feel free to discuss them with us. 


Respectfully submitted, 


octal 


WM. F. SCHNITZLER, 
Secretary-Treasurer. 
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Executive Council in session in Council Room at AFL-CIO headquarters 
in October 1957. 


MAIN AND COMPANY 

CERTIFIED PUBLIC ACCOUNTANTS 
WASHINGTON 6, D. C. 
oe Ss. -<, 
October 17, 1957 
American Federation of Labor and 
Congress of Industrial Organizations 
Washington, D. C. 


ACCOUNTANTS’ CERTIFICATE 


We have examined the balance sheet of the General Fund of the 
American Federation of Labor and Congress of Industrial Organizations 
as of June 30, 1957 and the related statement of income and expenses for 
the period December 5, 1955 to June 30, 1957. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statement of 
income and expenses present fairly the financial position of the General 
Fund of the American Federation of Labor and Congress of Industrial 
Organizations as of June 30, 1957, and the results of its operations for 
the period December 5, 1955 to June 30, 1957, in conformity with gen- 
erally accepted accounting principles. 


MAIN AND COMPANY, 
Certified Public Accountants 
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STATEMENT NO. 1 

AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
GENERAL FUND 
BALANCE SHEET 


CD . .. cc nktenentnseudeasena sense 
Investment Securities (At Cost)... 
U. S. Government securities 
Other investments............ e° 
Per Capita Taxes Receivable from Affiliates... 
Loans Receivable (Net) 
Office Funds and Other Receivables 
Fixed Assets 
ae land and building 
Building Cee GD Bo casciccccess 
Furniture, fixtures and equipment (net). . 
I oedctcsceceecebhsusscenses 


LIABILITIES AND NET WORTH 
Liabilities 
Notes payable to bank...............+-. 
einen cee endesdanes« 
Salaries and travel expense 
Payroll taxes and other deductions from 
employees’ earnings ............ssee0- 


Due to Defense Fund (Statement No. 12). 

Due to William Green Memorial Fund. . 

Escrow funds held in trust for inactive 
SD GED cd codcencenstéscenveceesoes 


Dotel TAebiithes. 202 ccccccccsesss 
Net Worth, General Fund, Represented by the 
Excess of Assets over Liabilities........... 


TOTAL LIABILITIES 
AND NET WORTH........... 


Note 1: The headquarters building at 815 ea Street, N. W., Washington, 


process of construction at December 


Increase 
June 30, December 5, or 
1957 1955 Decrease+ 
579,832.35 1,088.604.26 508,771.91¢ 
847,490.78 847,490.78 
20,000.00 20,000.00 
660,415.00 784,869.05 124,454.05+ 
7,692.55 35,384.82 27,692.277 
126,555.06 407,840.85 281,285.79+ 
863,652.08 863,652.08 
b 4, 117,486.69 2,596,149.59 1,521,337.10 
- 479,387.23 157,708.55 321,678.68 
71,188.05 73,991.98 2,803.93+ 
»_7,773,699.79 6,875,691.96 898,007.83 
985,342.07 985,342.07 
302,433.22 621,885.20 319,451. 
56,950.61 22,763.21 34,187. 
68,404.08 27,170.13 41,233.95 
1,413,129.98 671,818.54 741,311.44 
756,946.54 747,141.16 9,805.38 
604,290.00 604,290.007 
29,956.65 23,843.19 6,113.46 
2,200,033.17 2,047,092.89 152,940.28 
5,573,666.62 4,828,599.07 745,067.55 
7,773,699.79 6,875,691.96 898,007.83 


D. C., was in the 


5, 1955. Construction was completed during 1956. 
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STATEMENT NO. 2 
AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
GENERAL FUND 
STATEMENT OF INCOME AND EXPENSES 


For Total 
Details December 5, July 1, December 5, 
Refer to 1955 1956 1955 
Indicated to June 30, to June 30, to June 30, 
Statement 1956 1957 1957 
Income 
Per capita taxes from National 
and International Unions.... (3) 4,547,412.95 8,663,355.43 13,210,768.38 
Per capita taxes, initiation and 
reinstatement fees from local 
I aia isb tt ise mniedoae aang 831,979.98 1,313,364.15 2,145,344.13 
Dues from Central Bodies..... 11,122.86 18,166.80 29,289.66 
pe OSS 90,878.79 153,476.56 244,355.35 
Sales of educational and or- 
ganizational supplies ....... 41,162.51 57,900.19 99,062.70 
Income from investments...... 14,468.30 26,280.43 40,748.73 
SE MERE $660 cdcGcentece 17,776.68 90,172.85 107,949.43 
EE ncdrdaescebuchowtbess can 7,665.08 35,088.93 42,754.01 
Total Income......... 5,562,467.05 10,357,805.34 15,920,272.39 
Expenses 
National and International 
Unions (Including Organiz- 
DE condesescasheses (4) 571,672.85 309,287.15 880,960.00 
i ee ree (5) 1,729,228.08 3,043,123.51 4,772,351.59 
; Headquarters Administrative 
EE FP (6) 425,216.70 698,632.94 1,123,849.64 
Other departments........ (7) 1,614,239.23 2,919,013.06 4,533,252.29 
Committees ...........+++ (8) 403,759.89 520,354.22 924,114.11 
Other general expense..... (9) 835,041.37 1,747,991.31 2,583,032.68 
Directly affiliated Locals and 
Central Bodies ............. (10) 126,818.14 132,441.39 259,259.53 
eee (11) 14,210.00 84,175.00 98,385.00 
Total Expenses........ 5,720,186.26. 9,455,018.58 15,175,204.84 
EXCESS OF INCOME 
OVER EXPENSES.. 157,719.217 902,786.76 745,067.55 


+ Excess of expenses over income. 


STATEMENT NO. 3 
AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
PER CAPITA TAXES FROM NATIONAL AND INTERNATIONAL UNIONS 


Amount Received 
December 5, July, 1 
1955 1956 
to June 30, to June 30, 
Received From 1956 1957 
Actors and Artists of America, Associated ........... 10,848.12 24,727.07 
Agricultural Workers Union, National ............... 1,279,32 2,706.85 
Air Line Dispatchers Association ................++- 179.76 378.24 
: i ee I acne nes hsendscne snenns 3,585.48 8,826.64 
Aluminum Workers International Union ............. 5,420.08 13,502.65 
Asbestos Workers, International Association of Heat : 
and Frost Insulators and .........----.sseeeseeees 2,400.00 6,000.00 
Automobile, Aircraft and Agricultural Implement 
Workers of America, United ............cccccseces 626,794.50 740,924.58 
Bakery and Confectionery Workers International Union 
ED oe co cud Gan kG Rbk aos en HEN eRe DEER en 40,324.96 73,628.42 
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STATEMENT NO. 3 (Cont’d) 


Received From 


Barbers and Beauty Culturists Union of America ..... 
Barbers, Hairdressers and Cosmetologists’ International 
Union of America, The Journeymen ............... 
Bill Posters, Billers and Distributors of the United 
States and Canada, International Alliance of ....... 
Boiler Makers, Iron Ship Builders, Blacksmiths, Forgers 
and Helpers, International Brotherhood of ......... 
Bookbinders, International Brotherhood of ........... 
Boot and Shoe Workers’ Union ...........cccsececes 
Brewery, Flour, Cereal, Soft Drink and Distillery 
Workers, International Union of United ........... 
Bricklayers, Masons and Plasterers International Union 
Soe sGe Os oe Wen eee ee clea bind's owe aes 
Brick and Clay Workers of America, The United ..... 
Bridge and Structural Iron Workers, International As- 
ES AROS SO eer See ee eer 
Broadcast Employees and Technicians, National Asso- 
Ee Sa ee en 
Broom and Whisk Makers Union, International ....... 
Building Service Employees International Union ...... 
Carmen of America, Brotherhood Railway ........... 
Carpenters and Joiners of America, United Brother- 
ES SG Ca a ry re Pewee 
Cement, Lime and Gypsum Workers International Un- 
I oe ass iin di gaa ae h a a-6 Kew ine eae 
Chemical Workers Union, International .............. 
Cigarmakers’ International Union of America ........ 
Cleaning and Dye House Workers, International Asso- 
EI er ie eens She ORE aint ha chika ke ea w ose 040 
Clerks, National Federation of Post Office ........... 
Clerks, Brotherhood of Railway .................... 


Clerks International Association, Retail ............. 
Clothing Workers of America, Amalgamated ......... 
Communications Workers of America ................ 
Coopers International Union of North America ...... 
Diamond Workers Protective Union of America ...... 
Distillery, Rectifying and Wine Workers International 


Ce 


Se, TIO TINIE GE 6 occ cc cic scnseccsseeses 
Electrical, Radio and Machine Workers, International 
SCORE EIEES RO: GEE CRI Sei at ee yee 
Electrical Workers, International Brotherhood of ..... 
Elevator Constructors, International Union of ........ 
Engineers, International Union of Operating ......... 
Engineers, American Federation of Technical ........ 
Engravers and Marking Device Workers Union, Inter- 
I so nC dh al i obs a ane abk eae sea ao 
— Union of North America, International 
Ee re ee er re ee ee eee banc ene 
Fire Fighters, International Association of .......... 
Firemen and Oilers, International Brotherhood of .... 
Flight Engineers’ International Association .......... 


Amount Received 


December 5, 
1955 

to June 30, 
1956 


723.04 
18,208.56 
576.00 


36,180.00 
14,870.16 
11,200.00 


18,000.00 


33,725.40 
6,460.92 


36,694.84 


1,392.40 
106.40 
53,957.64 
37,390.28 


180,000.00 


10,075.20 
17,489.20 
2,079.32 


4,051.80 
29,464.20 
65,214.36 


77,950.36 
113,672.00 
115,219.00 

1,045.00 
13.40 


7,327.00 
4,495.08 
123,413.98 
129,189.60 
2,845.92 
56,000.00 
3,301.92 
96.00 


4,454.20 


July, 1 
1956 
to June 30, 
1957 


41,511.45 
768.00 


81,405.00 
32,313.10 
23,600.00 


27,000.00 


77,087.64 
13,764.38 


81,960.25 


2,259.49 
182.40 
142,059.84 
77,299.58 


472,500.00 


21,437.37 
40,508.74 
5,069.58 


10,562.01 
55,795.46 
153,237.46 


174,966.67 
169,920.00 
154,029.57 
2,408.55 
12,220.82 
9,823.38 


192,063.31 
272,090.40 


10,653.18 
46,371.61 
32,599.18 

1,075.95 
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STATEMENT NO. 3 (Cont’d) 


Amount Received 
December 5, July, 1 


1955 1956 
to June 30, to June 30, 

Received From 1956 1957 
Furniture Workers of America, United .............. 18,870.44 22,756.41 
Garment Workers of America, United ............... 11,200.00 23,600.00 
Garment Workers Union, International Ladies’ ....... 104,473.04 220,139.62 


Glass and Ceramic Workers of North America, United. 19,658.94 24,575.40 
Glass Bottle Blowers’ Association of the United States 


Re eee emeieg i 4b hee k eee 13,918.00 31,712.50 
Glass Cutters League of America, Window ........... 512.00 1,200.00 
Glass Workers Union, American Flint ............... 7,253.52 16,201.26 
Glove Workers Union of America, International ...... 832.00 1,829.00 
Government Employees, American Federation of ...... 17,019.44 31,005.19 
Government and Civic Employees Organizing Com- 
RRR AEE RGSS eRe SS: Pe RRR HERD ee ae er 12,963.18 3,122.04 
Grain Millers, American Federation of .............-- 9,139.48 19,294.07 
Granite Cutters International Association of America, 
ER Re ee pee mers eer er 1,140.00 1,650.00 
Hatters, Cap and Millinery Workers International Un- 
i Rie ee ees Pere 8,960.00 18,240.00 
' Hod Carriers, Building and Common Laborers Union of 
BI, TIE onc aco kccesreeccascenepesss 111,498.00 241,500.00 
Horse Shoers of United States and Canada, Interna- 
tiomal Union of JOUFMOYMEM «2. .2ccccsccccccceces 83.20 159.20 
Hosiery Workers, American Federation of ........... 3,000.00 5,900.00 
Hotel and Restaurant Employees’ and Bartenders’ In- 
i ee. 4 ceeeadee eee ees edtens 84,000.00 177,000.00 
Industrial Workers of America, International Union, 
an Sh Cea ac hen caren cates PASS Ka ee ee by 23,099.52 44,433.93 
i Insurance Agents International Union ............... 3,046.32 7,308.69 
Insurance Workers of America ..............eeeee08 4,978.18 5,329.46 
Jewelry Workers Union, International ............... 6,166.16 12,246.84 
Lathers, International Union of Wood, Wire and Metal. 4,440.60 9,706.77 
Laundry Workers International Union ............... 20,913.24 42,831.32 
| Leather Goods, Plastics and Novelty Workers Union, 
CE ite abu wideeh cone eral end eanceaske xe 9,166.72 16,705.52 
Leather Workers International Union of America ..... 2,804.74 3,472.51 
Letter Carriers, National Association of ............. 28,000.00 60,000.00 
Lithographers of America, Amalgamated ............ 9,813.76 18,402.50 
Locomotive Firemen and Enginemen, Brotherhood of.. 31,479.66 
Longshoremen, International Brotherhood of ......... 3,110.20 10,233.68 
Machinists, International Association of .............. 160,380.04 452,214.32 
Maintenance of Way Employees, Brotherhood of ..... 43,077.96 95,915.82 
Marble, Slate and Stone Polishers, Rubbers and Saw- 
yers, Tile and Marble Setters Helpers and Terrazzo 
Helpers, International Association of ............. 1,920,00 4,800.00 
\ Marine and Shipbuilding Workers of America, Indus- 
i SS OR I nT era 13,690.12 19,938.08 
Marine Engineers’ Beneficial Association, National ... 2,880.00 4,720.00 
; Maritime Union of America, National ............... 14,727.75 23,960.34 
Masters, Mates and Pilots, International Organization 
ae irk tanec tarde laa se Rees ae Rtaicas ah et oh ckara Wea A ee 2,896.00 5,430.00 
Master Mechanics and Foremen of Navy Yards and 
Naval Stations, National Association of ........... 134.40 210.60 
Meat Cutters and Butcher Workmen of North America, 
Amalgamated ......... ec eeesecceccccceccscescess 95,476.88 178,330.13 
Mechanics Educational Society of America ........... 22,703.50 29,700.00 
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STATEMENT NO. 3 (Cont’d) 


Received From 


Metal Workers International Association, Sheet ...... 
Molders and Foundry Workers Union of North Amer- 
EE EEE Ee ere rr 
Musicians, American Federation of .................. 
Beewememer Geld, AMGPICRN «« .oco i ccc cscccccccccce 
Office Employees International Union ................ 
Oil, Chemical and Atomic Workers International Union 
Packinghouse Workers of America, United .......... 
Painters, Decorators and Paperhangers of America, 
EE REVS OE re rere 
Paper Makers, International Brotherhood of .......... 
Paperworkers of America, United .................-- 
Papermakers and Paperworkers, United ............. 
Pattern Makers League of North America ........... 
Plasterers’ and Cement Masons’ International Associa- 
tion of the United States and Canada, Operative.... 
Plumbing and Pipe Fitting Industry of the United 
States and Canada, United Association of Journey- 
i Ae PN OE GND noc 5 ccicscnincecceveeves 
Polishers, Buffers, Platers and Helpers International 
I es Sloe eels bid aids alpaoh a6 #0 i0e ei 04k eo wre 
Porters, Brotherhood of Sleeping Car ................ 
Post Office and Postal Transportation Service Mail 
Handlers, Watchmen and Messengers, National Asso- 
tte od ati A oe as be Ciieasid SMa 09 443 she a 0 
Postal Transport Association, National .............. 
Potters, International Brotherhood of Operative ...... 
Printers, Die Stampers and Engravers Union of North 
PRNOEIOR, THUOTEEIOBRL PIAS « . ..n.c ccc ccicscccecvces 
Printing Pressmen’s and Assistants’ Union of North 
sn. aon'ek eke wees ehhensss 
Pulp, Sulphite and Paper Mill Workers of the United 
States and Canada, International Brotherhood of ... 
Radio and Television Directors Guild ................ 
Tee ROBOEINEIOR, ATIGTIOCOR 2 conc cccccescessccncess 
Railway Employees of America, Amalgamated Associa- 
ee PO rT te 
Railway Patrolmen’s International Union ............ 
Retail, Wholesale and Department Store Union ....... 
Roofers, Damp and Waterproof Workers Association, 
United Slate, Tile and Composition ............... 
Rubber, Cork, Linoleum and Plastic Workers of Amer- 
ee tein a aaa ne a hk ak eke nik see * 
Seafarers International Union of North America ..... 
Shoe Workers of America, United ................... 
Siderographers, International Association of ......... 
Signalmen of America, Brotherhood Railroad ........ 
Special created Messengers, The National Associa- 
et ce wa cscn a aaaeiniaiaie alia and Ames & 
Stage Employees and Moving Picture Machine Opera- 
tors of the United States and Canada, International 
EE gO ee ee 
State, County and Municipal Employees, American 
CE EE i ee re 


10 


Amount Received 


December 5, 
1955 

to June 30, 
1956 


14,000.00 
25,526.00 
71,595.32 

9,080.58 
12,804.28 
75,166.30 
52,377.24 
51,750.68 
18,413.60 
20,174.24 

3,080.00 


16,685.64 


72,000.00 
4,430.04 
2,400.00 


336.00 
4,282.76 
7,455.68 

288.00 

25,157.20 
44,120.00 
224.00 
632.00 
36,545.04 
798.88 
31,292.00 
5,312.72 


78,129.26 


14,028.00 
31,423.92 


6 
to June 30, 

1957 
32,000.00 
42,115.60 
153,360.50 
14,072.24 
25,956.24 
97,809.60 
60,705.21 
111,299.75 
29,091.86 
21,448.46 
16,182.20 
6,490.00 


32,558.80 


120,000.00 
9,035.37 
6,300.00 


720.00 
13,039.81 
15,459.80 

408.00 
55,689.40 
98,450.00 

536.00 

948.00 
75,765.54 

1,673.45 
67,284.00 
11,834.99 


97,282.35 
30,989.34 
1,160.00 


29,559.00 
75,800.88 
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STATEMENT NO. 3 (Cont'd) 


Amount Received 


December 5, July, 1 
1955 1956 
to June 30, to June 30, 
Received From 1956 1957 
Steelworkers of America, United .............eee0: 471,353.26 603,090.40 
Stereotypers and Electrotypers Union of North Amer- 

OE PO EEC 3,276.96 6,444.37 
Stone and Allied Products Workers of America, United 5,642.64 7,907.51 
Stonecutters Association of North America, Journey- 

PERE a A ee Fer or ae 532.00 1,121.00 
Stove Mounters International Union ................ 2,325.84 7,009.98 
Switchmen’s Union of North America ............... 3,246.00 6,961.85 
Teachers, American Federation of ...............+.++ 13,149.48 28,947.95 
Teamsters, Chauffeurs, Warehousemen and Helpers of 

America, International Brotherhood of ............ 310,327.60 854,129.47 
Telegraphers, The Order of Railroad ................. 8,400.00 18,000.00 
Telegraphers’ Union, The Commercial ............... 8,233.60 17,064.94 
Textile Workers of America, United ................. 13,563.86 24,746.00 
Textile Workers Union of America ................+-. 68,400.00 112,100.00 
Tobacco Workers International Union ................ 6,506.56 14,826.47 
Train Dispatchers Association, American ............. 1,000.00 
Transport Service Employees of America, United ..... 1,500.00 1,800.00 
Transport Workers Union of America ............... 36,800.00 47,200.00 
Ls am ae ee 21,712.96 46,162.22 
Upholsterers’ International Union of North America. . 15,254.08 30,267.32 
Utility Workers Union of America .................. 24,131.84 30,621.67 
Wall Paper Craftsmen and Workers of North America, 

in oecae dd mili ladeaew aah meee wan eee: ead a 336.00 960.00 
Weavers Protective Association, American Wire ...... 102.24 306.70 
Woodworkers of America, International ............. 27,297.72 34,264.07 
Yardmasters of America, Railroad ...............00% 1,120.00 2,400.00 

.  f EER eerey eer sere 4,656,324.39 8,649,485.43 
Add: Per capita taxes receivable at end of period .... 529,500.00 543,370.00 
5,185,824.39 9,192,855.43 
Deduct: Per capita taxes receivable at beginning of 
SOE. Mipebaks acs 0s WOLSSauEs We RReeekae ess 638,411.44 529,500.00 
TOTAL INCOME FROM PER 
REE DEY 666 cede wacnseece 4,547,412.95 8,663,355.43 
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STATEMENT NO. 6 
| AMERICAN FEDERATION OF LABOR AND 
) CONGRESS OF INDUSTRIAL ORGANIZATIONS 
| STATEMENT OF HEADQUARTERS EXPENSES, 
ADMINISTRATIVE DEPARTMENTS 

/ December 5, July 1, 

| 1955 1956 

: to June 30, to June 30, 

| 1956 1957 


Executive Offices 


ain aie ule ania ticen eee anne ee 138,786.85 
DEE... cccasednarteaesese™ 23,424.04 
RP RER eererrey orere n ere ee ee 3,723.28 
Sic cane ata Gas ke ea awe hwes ees 96.78 
BETES acne ack eee noeieen sHkunsee week) 3,965.21 

Total Executive Offices .............. 169,996.16 

Accounting 

oe aie cca nd bins ig hte a emma aro ae 87,950.08 
OE Pe Te Pre ree 434,11 
ee bak ice oo Geen eeweahkeweeen 3,518.99 
RES ee re rT ree rrr 557.13 
EE Oe erg 1,370.15 


Tabulating 


Salaries Bahar tetas ome Aad a it 


er 


93,830.46 


28,589.30 
5,291.87 
1,077.73 
1,604.79 


36,563.69 


2 A53. 18 


290,805.14 


127,691.86 
213.69 
3,458.01 


1,960.57 
1,210.62 


134,534.75 


3,039. 87 


59,473.37 


Library 
RN, 5c: etna ak Sa Rees ee 13,364.81 21,100.80 
No c'dcp sein Gaod Smet eae do weak wee ae 93.36 362.70 
RE Sickie sce ecKewekkddkaw nde mws 1,661.43 —0- 
Books and subscriptions .............<- 2,947.21 1,936.96 
WN oc oe8 Geka esas ric dee wknsaucanun pe "729.33 667.91 
I ooo cas aa kenees napanes 19,796.14 24,068.37 
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| 
Pp | 
a 
242,426.27 
42,277.88 
| 3,552.60 
| _ 
i _—_— 
| 
Dy SII Bi oes cebiccuncescwe's FY | 
: P| 
| eS 50,014.64 
: ST Re 5,496.99 
| I ot ob Niet wie iaaulam kw alee aiaed 921.87 
| Other a - Se 
EE IN ooo che anieiasas iene FY Fe 
ee 
| . 
= . 
i 
JM i oe 
- a me 


a 
STATEMENT NO. 6 (Cont’d) 
December 5, July 1, 
1955 1956 
to June 30, to June 30, 
1956 1957 
File Room and Switchboard 
ESE Cre erie ere 24,906.30 38,635.77 
Eo aa. ca seknesineescsaees 30.14 4.00 
Sea RE RA 108.29 wr 
IN as ih oa i acids &, alas 9 Keates 6 Os 500.49 —0- 
De rk ok a cic acoia tend dias nonte kone NIA 153.75 854.82 
Total File Room and Switchboard .... 25,698.97 39,494.59 
Mail Room 
CE cette San @ waidlaisigs Sakae mee 17,866.52 32,519.91 
I og acc ohn db ab hcnnakathn eke es 837.68 2,182.09 
SEE Siar so GWaGasas an dan sk ineeene ces 20,729.50 49,266.64 
EEE Si vcbeccadecabencswetainpue sens 5,009.93 5,561.49 
LE ae eee ren ree we ne 483.25 3,057.04 
I inn ow aadie baceseawes 44,926.88 92,587.17 
Stock Room 
ee eles dnd alo ialbvedg arial wikis 21,414.20 32,914.86 
EE OE OE Oe 292.50 323.81 
ia kine can aceon ia umlacanone & wanb woaeobrs 56.10 —U- 
EE 2 vanlgcalsbsWend whndsaviboaunae sas 11,512.79 7,000.00 
I hiatal cick sian dais aa anes aK 905.13 17,202.79 
re aie at cag awle.s caw eee ad aa eae 223.68 228.09 
TE IL. wncceccicesncwceons 34,404.40 57,669.55 
TOTAL HEADQUARTERS EXPENSES, 
ADMINISTRATIVE DEPARTMENTS 425,216.70 698,632.94 
i 
‘ 
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STATEMENT NO. 7 
AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF HEADQUARTERS EXPENSES, OTHER DEPARTMENTS 


December 5, July 1, 
1955 1956 
to June 30, to June 30, 
1956 1957 
Organization 
NN i eh ee ae aie an ee in 73,964.28 109,117.10 
ED ais rhc cpesaeh ae keen ea ae 22,079.98 27,512.87 
eae ran ed ona neha eae 6,014.41 11,076.14 
EN Ss vcdiak obu sor bcks u6 be msiens 2,993.29 2,015.49 
ae tice CGR aw hice me anne lee 244.19 3,090.08 
Ne I nb sae dw enssacea'e 105,296.15 152,811.68 
Public Relations 
ae Ree ego tiers oar bees one 35,208.98 59,646.16 
IE oi gc och Ake emdiawn embed ke 3,729.00 5,000.11 
eds a hee auaeen ee am 459.46 1,421.78 
RT POET OTT ET PCE 211.21 163.88 
NE cca uesceancawennenen 411,720.22 649,596.98 
De. . A ciiiestacsersednnneedeewe 9,599.82 31.80 
sn diva kde acne we aiennaen aces 8,873.51 19,327.13 
NE ines accents saab sAnadan oo bae 276.60 17,835.07 
Total Public Relations ............... 470,078.80 753,022.91 
Publications 
ier eae ear 84,237.27 150,325.52 
OE ciate nan be ase oad Oe ac 7,152.46 23,545.10 
NN OE OOO EET EEC EEO 878.90 1,551.33 
Newspaper costs (AFL-CIO News) ...... 172,300.95 306,052.58 
Magazine costs (Federationist) .......... 125,768.46 158,604.36 
DE <cnutuskaekeccacnssciaeenn'cane 9,079.02 54,775.40 
a er ie ici Oe en 2,176.13 1,240.55 
ee PNG 6 shes Se enicccs dens 401,593.19 696,094.84 
Research 
ESE ER ROR OT ee ee 88,261.62 143,014.74 
ID hi orks 4:3 45-04 s 2keees'swe ou 5,348.62 15,535.62 
es Si ner i ra ohid Gad elk aatukie ack 15,693.87 45,345.86 
I yi ake dn aecewn cake atin’ se eee 2,768.12 5,640.10 
OE ee ere reer rT ere eer -0- 8,388.35 
MG CU eC oo ce otGe on Aaeesas akkune 2,184.98 3,370.58 
I oe ios kis an sev acne Xenva 114,257.21 221,295.25 
Education 
I as nee Ce ie) Saks at alan 48,202.01 86,905.88 
EEE EE IE eT ee 7,736.27 17,699.54 
aa 8 eae eG os nek Gnwsaweins 11,034.44 30,690.52 
I as. sini auae ene eases een 272.80 194.15 
Ee SINIONS,  o.cecs sc otwaneven sae 13,275.41 8,724.85 
Es, coe ven dea Caden encenee eWeek 1,113.63 -0- 
17 
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STATEMENT NO 


Re a diate ing aimee % 


Social Insurance 


io on heer eckek ee cecwchouas 
IE ag ac iciess3obeneveeep ene ® 
NE Sei ena iur ekaves dace See Rh ac SR aK 
Oe Ferrer rr 
aig Was 2 FW nan a awh ean Kaeaees 


Legislative 
Se Ee ae ee re eee 
ND 6 6.0: a eigicc et cse sae aba dese 
ile tale Coe ee cK ha wee ware keen ae 
NN ne kia dew ne bake kee ohn mae 
RE ea ee NEOUS DN eC akecdewa eens 


Legal 
ON assis cei ea diecease eee bas ese 
ee  DEPET CCR CE TCE ECCT TE ETT 
as tsar up Sal aah 6 hi 4k ome OD. 
I re rs ws acne eae web anee 
EI re errr ore 
CY ca entna kad aces <lenaneseedu aus 


International Affairs 


ESE eS ee eee ee 
SS EI CER OC EE LUO T EET CE 
csc ohenesied weeww ks dee Ses 
I ccs cetnokunty ead sb eee sé 
International Confederation of Free Trade 

| ES Re eee 
Inter-American Regional Organization ... 
Office expense, Paris, France ............ 
a ata ec wih neG WSS 4 oda 500 


Total International Affairs ........... 
TOTAL HEADQUARTERS EXPENSES, 
OTHER DEPARTMENTS ........... 
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7 (Con't) 
December 5, July 1, 
1955 1956 
to June 30, to June 30, 

1956 1957 
-0- 89.69 
4,594.49 2,186.92 
86,229.05 146,491.55 
36,130.60 58,387.36 
8,391.86 6,539.43 
5,080.17 565.04 
249.04 423.46 
277.21 668.45 
50,128.88 66,583.74 
80,413.18 113,218.67 
9,879.77 16,071.72 
221.16 2,061.68 
979.78 2,146.38 
849.12 5,573.29 
92,343.01 139,071.74 
18,533.40 20,847.84 
774.15 144.11 
1 OT. 58 -0- 
| ‘375. 31 2,026.94 
39,164.10 102,479.33 
197.68 107.01 
61,452.22 125,605.23 
88,059.99 143,752.62 
20,530.19 49,109.06 
6,051.04 31,936.64 
135.75 307.23 
81,195.83 311,319.21 
29,035.00 67,797.29 
2,966.31 8,954.95 
4,886.61 4,859.12 
232,860.72 618,036.12 
1,614,239.23 2,919,013.06 


XUM 


' 
es. / 
NS <ci54 cea dadndn iw sanwknenen 
og cake be ehe eeenews 
P| 
Total Social Insurance ............... 
' 
Re CIID ooo 6 hoses ede euwows ' 
: 
ELSE Re rene ree Pare | 
Pl 
|| . 


STATEMENT NO. 8 
AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
STATEMENT OF HEADQUARTERS EXPENSES, COMMITTEES 
December 5, July 1, 
1955 1956 
to June 30, to June 30, 
1956 1957 
Committee on Political Education 
ERE ee er a ee ee eee 207,682.65 201,162.85 
IN 65 6 is:ae'o a Be ee hw a ok BO 73,614.36 64,388.74 
BAAR ee er eee re 41,283.21 54,407.16 
ican Some eel ar as Dik aati hd 6,650.01 19,286.47 
REE OE ae ee eae pera 2,207.69 2,424.46 
I So.5y trae sinic wun oe Walkalcmanan 2,080.78 2,076.10 
RE cate cial hie a hig ies BGG ee he 4,170.18 -0- 
TI Nn re aus dil Ace am 3,783.71 6,683.62 
te eee. Seka at a ean 10,899.59 15,292.64 
Total Committee on Political Education 352,372.18 365,722.04 
' Civil Rights Committee 
: ae ato be ale rail a laa 17,906.28 44,425.97 
/ Travel expenses ...........s..s..000000e 6,471.67 19,441.17 
i rrr ih re Sian Ge als iis -0- 3,547.79 
j I 5 se a ad de he KA Ne 158.89 1,313.10 
I EO au ads aa ue awa haa 700.00 —0- 
I edie Sea ee ee ae Kile a alae 228.82 890.76 
Total Civil Rights Committee......... 25,465.66 69,618.79 
Community Services Committee 
j ee a ere eee 15,495.38 40,597.60 
4 CCE EEOC CT ETE COTO 3,198.32 9,788.48 
EE Se yk a ee Sick wa hoes eae anew 3,817.64 5,804.65 
EY cs ae oc ateee antes a ene Ree A ee 422.65 2,391.21 
hc on SAG Sead hh eis ise OOs hanes 136.83 1,547.16 
DD ccinickessb ech eveceeenas ex's 44.64 71.85 
aisha a aah ai dae cae hye we Oo —0- 6,795.92 
oe ee aad 2,806.59 4,532.14 
ER ee eet a eee ern ee —0- 13,484.38 
Total Community Services Committee. . 25,922.05 85,013.39 
; TOTAL HEADQUARTERS 
i EXPENSES, COMMITTEES ....... 403,759.89 520,354.22 
19 
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STATEMENT NO. 9 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
STATMENT OF HEADQUARTERS EXPENSES, 

OTHER GENERAL EXPENSES 


July 1, 
1956 


to June 30, 
1956 


to June 30, 
1957 


TEES RES PESOS Lene PO nee De ne eee 27,599.76 1,129.32 
EFT OOO CE EO CO TOE 7,402.50 201.10 
Employees’ pension and retirement plans .... 116,755.54 562,135.97 
Employees’ life insurance and medical plans . 79,520.43 205,756.26 
SEES Rr eer ers 56,750.97 69,612.42 
I os sie ncaa earns as, Grd A'S wer 6,091.07 10,764.37 
nak hh ae Ria < 600640 On Cane 86 080i 11.750.00 
Telephone and telegraph .................... 48,253.12 77,626.04 
citar thine ame eebae dake saoe Kees 21,184.81 47,858.37 
General office supplies and expense .......... 35,352.38 60,141.02 
I, 6c. 's a ns 6650 ho 0 0aea sesene 20,780.17 19,997.26 
eee ne EEE ETELE COLO 137,911.32 542.20 
i MND: 0 46.5 010s 0is9 06s 000s00009:08 64,171.13 158,949.99 H 
UWIMROM EMGUSETICS GROWS «2... cc cccccccccccece —0- 20,268.10 ; 
he aie stad dw aca ncalde'e o' 84,4 5:60-600' 18,353.61 49,982.53 : 
Religious relations representative 
DE nied ask ae alach oe ose Wane are enews -0- 6,090.86 
NN ECCT CCE OT eT ETO -0- 3,928.57 
a ahi iii dh inia tine a aaeedaleneare ao —0- 41.68 
Depreciation, furniture, fixtures, and equipment 39,752.89 59,934.79 
Headquarters building 
ete iach ania nena anaes 62,199.55 142,469.40 
Da, ONG DME BOWS qo... cccccsecseccs 19,597.75 35,608.69 
Ee ciel rity to Weis loka kaa maw W seen eas 23,884.38 61,334.10 
DE cvnnguiviaes seatsakarnne cekenes 317.96 2,329.84 
teat ennai a iomen i aiesie 1,095.28 8,473.69 
I kn See wa wind aaa Ne Ke ake 8,895.28 14,024.79 
IE oc caciactnesec wt Race w ae 66 —0- 83,034.97 
MI 2s nie gi eawieb aaa osa ce wewse swe ye 4,898.07 12,195.68 
I otra ciecmin oliaa awlelememala ow 22,523.40 33,559.30 
MEE. viadcte ew nade awe a wee eneks 835,041.37 1,747,991.31 
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STATEMENT NO. 10 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
STATEMENT OF DIRECTLY AFFILIATED LOCALS AND 
CENTRAL BODIES EXPENSES 


December 5, July 1, 
1955 1956 
to June 30, to June 30, 
1956 1957 
Auditing 
I cai ie ates cee hele ad miniate a 23,925.17 45,189.60 
sc ccicacn dando e@nabe cawinle 12,399.40 25,440.12 
each iG kee ANeawesuse ce oan ee 850.54 3,563.95 
EE GINS io 55.55 6csc:0 ceo sescces 48,771.71 17,167.70 
EE on nn 6 can waCh aoe Reka seas ee 7,086.10 12,327.10 
SOO x5 ieee eaneeae hans an ibees 2,546.67 1,535.94 
RE ene ence 31,228.37 27,216.98 
I ag 4 do eksnuer nase het cei Gas iaaainensue 10.18 -0- 
WEY is vatlncensdawartcences 126,818.14 132,441.39 
STATEMENT NO. 11 
AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
STATEMENT OF CONTRIBUTIONS 
December 5, July 1, 
1955 1956 
to June 30, to June 30, 
1956 1957 
Association of Labor Health Administration ....... 6,000.00 
AFL-CIO International Free Labor Fund .......... 25,000.00 
Inter University Labor Education Committee ...... 8,000.00 
Luis Manoz Marin, Governor of Puerto Rico (aid to 

hurricane victims of Puerto Rico) .............. 5,500.00 
ieee Cie IID bho 5 60x cae ccesenccnesace 2,100.00 6,300.00 
National Committee on Immigration and Citizen- 

SR icc 5r cen eaneeee SamneeG ye skey béta sae 2,000.00 
National Foundation for Infantile Paralysis ....... 2,150.00 
National Hells Canyon Association ..............+. 5,000.00 
National Religion and Labor Foundation .......... 2,000.00 
Preservation of Free Public Schools .............. 5,000.00 
Southern Regional Council, Inc. ............e.ee0. 5,000.00 
BE OSrre r ere ere 2,500.00 
United Nations’ Refugee Fund ..................- 2,000.00 
Se... cranes Cie edehs Kehennae as eaakene nie 5,110.00 14,725.00 

EE Scarce kne eka cae Khaneeaees 14,210.00 84,175.00 
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STATEMENT NO. 12 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 
STATEMENT OF DEFENSE FUND INCOME, EXPENSES AND BALANCE 


December 5, July 1, 
1955 1956 : 
to June 30, to June 30, f 
1956 1957 | 
Defense Fund balance, beginning of period ........ 747,141.16 749,150.55 : 
Add: Per capita taxes from directly affiliated Locals | 
allocated to Fund (8%¢ per member per 
NES. cle acaraharere ack kisw ae eit hata ota a Rete hae wae 99,535.39 149,074.99 ] 


846,676.55 898.225.54 i 


Deduct: Disbursements to Local Unions to sustain 
authorized strikes or lockouts (currently at 


$15.00 per week per eligible member) ....... 97,526.00 141,279.00 : 
DEFENSE FUND BALANCE, END ) 
OF PERIOD (NOTE 1) ........... 749,150.55 756,946.54 


Note 1: The Defense Fund is for Local Unions directly affiliated with the AFL- 
CIO. Defense Fund receipts and disbursements are recorded in the 
General Fund of the organization. Therefore the Defense Fund balance 
of $756,946.54 at June 30, 1957 represents a liability of the General Fund 
and — as such in the balance sheet of the General Fund (State- 
ment No. 1). 
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MAIN AND COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 
WASHINGTON 6, D. C. 

U. S. A. 


October 17, 1957 
To the Trustees, 
AFL-CIO Organizers Pension Plan and 
AFL-CIO Staff Retirement Plan 


ACCOUNTANTS’ CERTIFICATE 


We have examined the receipts and disbursements of the AFL-CIO 
Organizers Pension Plan and the AFL-CIO Staff Retirement Plan for 
the period December 5, 1955 to June 30, 1957, and have verified the 
assets of the two plans at June 30, 1957. 

Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the records 
and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying statements of Receipts, Disburse- 
ments and Plan Balance present fairly the cash and investments of the 
AFL-CIO Organizers Pension Plan and the AFL-CIO Staff Retirement 
Plan at June 30, 1957, and the results of the transactions in the respec- 
tive Plans for the period December 5, 1955 to June 30, 1957. 


MAIN AND COMPANY, 
Certified Public Accountants 
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AFL-CIO ORGANIZERS PENSION PLAN 
STATEMENT OF RECEIPTS, DISBURSEMENTS, AND BALANCE 


FOR PERIOD DECEMBER 5, 1955 TO JUNE 30, 1957 


Receipts 
Past service contributions 
Assets transferred from CIO Staff Pen- 
a as cots wank big SSA eS 


Current service contributions .............. 
Income from investments ................+- 


Disbursements 


Pensions to retired employees ............. 
Transfer to AFL-CIO Staff Retirement Plan 
for past service of field employees trans- 
ferred to National office ................. 


Total Disbursements .......... 
BALANCE, JUNE 30, 1957 .... 


Assets Comprising Balance at June 30, 1957 
fica cana daeed eas apeaiosesess’s 


273,938.73 


151,567.67 


AFL-CIO STAFF RETIREMENT PLAN 
STATEMENT OF RECEIPTS, DISBURSEMENTS, AND BALANCE 


FOR PERIOD DECEMBER 5, 1955 TO JUNE 30, 1957 


Receipts 
Past service contributions 
Balances transferred from former plans: 
AFL Employees’ Retirement An- 
nn ee eae 
CIO Employees’ Retirement Plan .. 


For field employees transferred to Na- 
Or rer ye ee 
From affiliated departments and com- 
GE Goo ane hecicenssesucuweuaeens 


Current service contributions 
From AFL-CIO 
From affiliated departments and com- 

NE ee cae da eal ee Ved eee Gees 

Income from investments ..............00- 


 ) 


po ee 
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481,408.16 
223,972.09 


705,380.25 


34,066.46 


45,462.77 


227,477.01 
38,614.69 


425,506.40 


291,378.75 
6,199.28 


723,084.43 


47,322.14 


34,066.46 


81,388.60 
641,695.83 


4,552.08 
637,143.75 


641,695.83 


| mend 


784,909.48 


266,091.70 
25,890.91 


1,076,892.09 


MM. 8 8 
a 
a a 
For former AFL organizers ........... fs Fs A 
ee Fe 
PC 
Be 
Pe : 
United States Treasury Bonds (at cost) .... P| | 
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Disbursements 
Lump sum payments to employees resigning 


EE I a4 pvudieg auckensuudaeceewew 84,176.56 
Pensions to retired employees ............. 9,214.12 
Total Disbursements .......... 93,390.68 

BALANCE, JUNE 30, 1957 983,501.41 


Assets Comprising Balance at June 30, 1957 
es neo kG.ccewas out anes wes 27,310.16 
Investments (at cost) 
In name of employees 
United States Savings Bonds, Series 
_ PP a ee era Pree 185,812.50 
In name of plan 
United States Savings Bonds 


DE cccdaavege reece an aeues 14,800.00 
‘ EEE Sr ee een were 261,000.00 
; a is eeu ee ea bags ie 18,360.00 
j a ila i a ag Tn rg 173,000.00 
United States Treasury Bonds ..... 303, 218.75 956,191.25 
McG tcA dace akenas een cmee 983,501.41 
roe into which assets are allocated at June 30, 
OP Pe OC ee 70,619.48 
EE re re rere ee 738,182.48 
CIE ook s anak sec sas secon edmanee 126,263.29 
' Escrow (contributions on behalf of employees 
: with less than 2 years service) ........... 24,413.94 
WE SIE Seco c ce swnendacdvcns 24,022.22 
WN i sdb ose keane ood eesaunaD 983,501.41 
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MAIN AND COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 
WASHINGTON 6, D. C. 


| oe Ss. Zz». 
October 17, 1957 


Executive Council 
American Federation of Labor and 
Congress of Industrial Organizations 


ACCOUNTANTS’ CERTIFICATE 


We have examined the receipts and disbursements of the AFL-CIO 
International Free Labor Fund for the period November 5, 1956 (date 
of the first recorded transaction) to June 30, 1957, and have verified the 
cash balance of the Fund at June 30, 1957. 

Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the records 
and sich other auditing procedures as we considered necessary in the 
circu. ustances. 

In our opinion, the accompanying statement of receipts, disbursements 
and cash balance presents fairly the cash position of the AFL-CIO Inter- 
national Free Labor Fund at June 30, 1957, and the results of the cash 
transactions of the Fund for the period November 5, 1956 to June 30, 


1957. 


MAIN AND COMPANY, 
Certified Public Accountants 
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AFL-CIO INTERNATIONAL FREE LABOR FUND 
STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CASH BALANCE 
FOR PERIOD NOVEMBER 5, 1956 TO JUNE 30, 1957 


Receipts 
IS, a. inn 504 5 dae Cab ae baewees bees a 168,443.77 
Disbursements 
Contributions 
International Confederation of Free Trade 
Unions—Free World Solidarity Fund ... 25,000.00 
International Confederation of Free Trade 
Unions for Hungarian relief ........... 25,000.00 
Austrian Trade Union Federation for Hun- 
CP. cc coneak gamedacae dash eee 50,000.00 
Tanganyika Federation of Labor .......... 2,500.00 
CE cccrcrbucce Rie ee eaewiad acu, nennse 3,000.00 105,500.00 
PS I II ie a. vo cs cscs senesaswnws 3.38 
Total Disbursements ............ 105,503.38 
CASH BALANCE, JUNE 30, 1957 62,940.39 


Composition June 30, 1957 cash balance 


The City Bank, Washington, D. C.—checking 
DEES. ka oc e4G ea eeekneolnek en seek amnemede 62,940.39 
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Assessment 


Early in 1956, the AFL-CIO faced a growing financial problem which 
received the serious and careful consideration of the Executive Council. 

At the June meeting that year, Secretary-Treasurer Schnitzler re- 
ported that the Federation faced a severe operating deficit. It was a 
deficit in the normal salary and operating expenses of the Federation 
and did not include either the construction costs of the new headquarters 
nor the furnishings and equipment of the new building. 

Following a detailed discussion, the Executive Council unanimously 
imposed a one-time, 15-cent assessment on all affiliates. In effect, this 
amounted to a one-cent per member per month addition to the constitu- 
tional four-cent per capita beginning July 1, 1956 and ending September 
30, 1957. 

At the August 1957 meeting, the Executive Council once again con- 
sidered the financial status of the Federation. During the interim, the 
Federation had cut some of its normal operating expenses. However, the 
constantly expanding activities of the Federation had negated these sav- 
ings and the net effect was that the Federation would be faced with 
deficit financing after September 30, 1957. 

Therefore, the Council imposed a special three-cent assessment, in 
effect, continuing the additional one-cent per member per month assess- 
ment for the months of October, November and December, 1957. The 
Executive Council will submit a further report on this subject to the con- 
vention. 


Auditing Department 


The AFL-CIO Auditing Department is charged with the responsi- 
bility of maintaining sound financial practices in all directly affiliated 
local unions. The staff of auditors annually audits all books, accounts, 
records and financial transactions of all directly affiliated local unions, 
including welfare and retirement plans and any other plan to which the 
directly affiliated local union is a party. 

Generally recognized and accepted standards of auditing are used by 
staff auditors, thus insuring that local unions follow sound financial 
practices and procedures to safeguard their funds and properties and to 
make sure that such funds are expended for duly authorized purposes. 

During the past two years the cooperation of the officers of directly 
affiliated local unions has been excellent. 


Action Against Twelve Locals 


AFL-CIO auditors found that 12 local unions were guilty of financial 
irregularities and/or failure to comply with the AFL-CIO Constitution, 
the rules governing directly affiliated local unions and the policies of the 
AFL-CIO. 

Acting on the findings of the Auditing Department, President Meany 
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placed two local unions in trusteeship, suspending the officers pending 
the disposition of the charges. 

These unions were Waste Material Handlers Local Union No. 20467, 
Chicago, Illinois; and Can Workers Federal Labor Union No. 22623, 
Philadelphia, Pennsylvania. 

In each case hearings were held by Vice-President Joseph A. Beirne 
as hearings officer; and as a result of his findings, President Meany 
ordered the financial secretaries of both local unions permanently re- 
moved from office and expelled from membership. 

Both men appealed President Meany’s action to the AFL-CIO Execu- 
tive Council and the Council unanimously confirmed their expulsion. 
(For additional details see section on Ethical Practices.) 

Trusteeship of both local unions remains in effect and will be removed 
at such time as the local unions are capable of conducting their own 
affairs in conformity with the AFL-CIO Constitution. 

One local union charter was revoked and its membership transferred 
to another local union with similar jurisdiction (Photo Finishers No. 
21314, New York—membership transferred to Federal Labor Union No. 
24910). 

In the remaining nine local unions, the officers found responsible for 
irregularities were permanently removed from office in the local unions. 

The total amount of defalcations from December 5, 1955 to date 
(October 10, 1957) was $8,727.63, ranging in amount from $14.70 to 
$2,600. The restitution of all shortages was made to the respective labor 
unions. . Four claims involving shortages were paid by the Bonding Com- 
pany totaling $2,030.26. Shortages totaling $6,697.37 in five local unions 
were recovered and the funds restored to the local unions, 

Officers, representatives and employees having a financial responsi- 
bility in each directly affiliated local union are covered by a basic mini- 
mum fidelity bond provided by the AFL-CIO. 


Number of Directly Affiliated Locals 


As of the date of merger of the AFL-CIO there were 844 directly 
affiliated local unions with a membership of 181,441. 

Since then, 158 locals with a membership of 41,347 have affiliated 
with international unions, and 43 local unions with a membership of 
5,063, have transferred to the Canadian Labour Congress. 

During the period, 35 directly affiliated local unions with a member- 
ship of 3,253 has disbanded. 

As of September 30, 1957 there were 608 directly affiliated local 
unions with a membership of 131,778. 
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Executive Committee 


The AFL-CIO Constitution, adopted in 1955, provided for the creation 
of an Executive Committee consisting of the President, the Secretary- 
Treasurer and six Vice-Presidents to be selected by the Executive Coun- 
cil. It also provided that the Committee should meet to “advise and 
consult with the President and Secretary-Treasurer on policy matters.” 

Pursuant to the Constitution, the Executive Council elected the fol- 
lowing members to the Executive Committee to serve with President 
Meany and Secretary-Treasurer Schnitzler: Vice-Presidents Walter P. 
Reuther, Matthew Woll, George Harrison, James B. Carey, Harry C. 
Bates and David J. McDonald. 

Following the death of Vice-President Woll in June, 1956, the Execu- 
tive Council elected Vice-President David Dubinsky as his replacement 
on the Executive Committee. 

In accordance with its Constitutional mandate, the Executive Com- 
mittee has met on the following dates. January 17, July 10, November 
380, and December 19, 1956; March 12, June 10, July 30, September 23, 
and October 23, 1957. 


General Board 


The General Board of the AFL-CIO, under the provisions of the 
AFL-CIO Constitution, consists of all members of the Executive Council, 
and the president or principal officer of all national and international 
unions and each trade and industrial department. The General Board, 
under the Constitution, meets at least once a year at the call of the 
President, to decide “all policy questions” referred to it by the executive 
officers or the Executive Council. 

The 1956 meeting of the General Board was held at the Sherman 
Hotel in Chicago on September 12, 1956. Presidents of 91 national and 
international unions and officers of the 6 trade and industrial trade 
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departments were present when President Meany opened the meeting. 
He announced that the meeting would be called to act on an Executive 
Council proposition dealing with a question of political action. The reso- 
lution submitted to the General Board by the Executive Council was as 
follows: 

“That Adlai E. Stevenson and Estes Kefauver are hereby endorsed 
by the AFL-CIO for President and Vice-President, respectively, of the 
United States.” 

The resolution was moved and seconded and a number of members 
spoke in favor of the motion. 

The motion was carried. Vice-President John R. Stevenson of the 
Brotherhood of Carpenters voted against the recommendation and stated 
that his international union would not endorse the candidacy of any 
party or member of any party for the position of President of the United 
States. 

The General Board received a report by the Committee on Political 
Education on a recommended course of action to implement and make 
effective the resolution adopted by the General Board, That report 
called for a nationwide drive to get trade union members and eligible 
members of their families registered to vote; called for the widest pos- 
sible distribution of COPE’s analysis of the platform and records of 
the candidates; urged a redoubled effort to raise funds through $1 volun- 
tary contributions from union members to support candidates for Con- 
gress endorsed by COPE; and urged similar voluntary contributions in 
behalf of the elections of Stevenson and Kefauver. 

The 1957 meeting of the General Board, it is anticipated, will take 
place during December. 


Changes in Officers 
Death of Vice President Matthew Woll 


The trade union movement suffered a great loss as a result of the 
death of Matthew Woll, vice president of the American Federation of 
Labor and Congress of Industrial Organizations. 

Brother Woll served as president of the International Photo En- 
gravers Union of North America from 1906 until 1929, at which time he 
relinquished this position to become president of the Union Labor Life 
Insurance Company, a position he held until his untimely death, In 
addition to his duties as president of the Union Labor Life Insurance 
Company, he also held the position of First Vice President in his union, 
and for many years, was President of the Union Label and Service 
Trades Department. 

The former American Federation of Labor, recognizing his many 
talents, chose him for one of its vice presidents in 1919 and re-elected 
him each year until the AFL-CIO merger convention on December 5, 
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Matthew Woll Willard Townsend 
1880-1956 1895-1957 


1955. At that historic session he became one of the first vice presidents 
of the new union labor body. In addition, he was unanimously elected 
to the AFL-CIO Executive Committee and was co-chairman of the AFL- 
CIO International Affairs Committee. 

In the former AFL, Brother Woll served on many administrative and 
convention committees. His activities in behalf of working men and 
women were many and varied. His long experience and wisdom resulted 
in a unique influence, which was felt in virtually every corner of the 
American trade union movement and carried great weight in interna- 
tional affairs. 

A recognized authority in the international labor movement, he was 
among the first of the American trade unionists to recognize the peril 
to free institutions in communism both at home and abroad. 

Sixty years of devoted service to the American labor movement, 
practically all in the position of leadership, were closed when death 
claimed Matthew Woli on June 1, 1956. His colleagues who served with 
him as members of the Executive Council are deeply conscious of the 
great loss our movement sustained as a result of his passing. 

We all share with his family and numerous friends the feeling of 
sorrow which they experienced over his death. 
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Death of Vice President Willard S. Townsend 


The trade union movement suffered the loss of another great labor 
leader in the death of Brother Willard S. Townsend, President of the 
United Transport Service Employees of America. 

An internationally known figure in the labor movement and a leader 
in the fight against racial discrimination, Brother Townsend had served 
as President of the United Transport Service Employees of America since 
it was formed in 1940. He was stricken while the AFL-CIO Executive 
Council, to which he was elected at the Merger Convention in 1955, was 
in session during its mid-winter meeting in January 1957. Prior to the 
merger he had been a member of the former CIO Executive Board. 

Vice President Townsend was representative of a splendid type of 
trade unionist. His spirited, conscientious kind of leadership was a great 
contribution to the welfare of the American labor movement. His life’s 
work had been devoted to improving the foundations and structure of 
our democracy in order that the underlying causes of minority griev- 
ances could be removed and men of all races, colors and creeds could 
share equally in the American ideal. 

We extend our deep sympathy to the membership of the United 
Transport Service Employees of America for the untimely loss of their 
leader, and to his family for the loss of their loved one. 


Election of Vice President Lee W. Minton 


In conformity with the authority conferred upon the Executive Coun- 
cil, Article V, Section 6, of the Constitution of the AFL-CIO, the Execu- 
tive Council at its meeting which convened June 5, 1956, elected Lee W. 
Minton, president of the Glass Bottle Blowers’ Association of the United 
States and Canada, to fill the vacancy existing on the Executive Council 
by result of the death of Vice President Matthew Woll. 


Resignation of Vice President A. L. Spradling 


On January 16, 1957, Vice President A. L. Spradling resigned from 
the AFL-CIO Executive Council because of ill health. 

Mr. Spradling, who is President of the Amalgamated Association of 
Street and Electric Railway Employes of America, was elected to the 
Council during the 1955 merger convention. Brother Spradling’s illness 
since May, 1956 had deprived him of the opportunity to be of continued 
service to the labor movement, and his resignation was accepted with 
deep regret by his colleagues. 


Election of Vice President James A. Suffridge 


In conformity with the authority conferred upon the Executive Coun- 
cil, Article V, Section 6, of the Constitution of the AFL-CIO, the Execu- 
tive Council at its meeting which convened January 28, 1957, elected 
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James A. Suffridge, President of the Retail Clerks International Asso- 
ciation, to fill the vacancy existing on the Executive Council by result 
of the resignation of Vice President A. L. Spradling. 


Election of Vice President Karl F. Feller 


In conformity with the authority conferred upon the Executive Coun- 
cil, Article V, Section 6, of the Constitution of the AFL-CIO, the Execu- 
tive Council at its meeting which convened on May 20, 1957, elected 
Karl F. Feller, President of the International Union of United Brewery, 
Flour, Cereal, Soft Drink and Distillery Workers, to fill the vacancy 
existing on the Executive Council as a result of the death of Vice Presi- 
dent Willard S. Townsend. 


Removal of Vice President Dave Beck 


At a special meeting held in Washington, D. C., on March 29, 1957, 
the AFL-CIO Executive Council filed charges against Vice President 
Dave Beck, President of the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers of America. The charges were 
personal violations of the AFL-CIO Constitution and the rules, regula- 
tions, and codes adopted thereunder. Vice President Beck was advised 
by mail as to the charges and also of a hearing on these charges by the 
Executive Council to be held on May 20, 1957. 

On May 20, 1957, the AFL-CIO Executive Council met to consider 
the charges which had been filed against Mr. Beck. After full considera- 
tion of the staff report with respect to those charges and Mr. Beck’s 
refusal to make any answer thereto, it was the unanimous decision of 
the Executive Council to find Mr. Beck guilty as charged. 

Accordingly, the AFL-CIO Executive Council on May 20, 1957 by 
unanimous vote removed Mr. Beck as a Vice President of the AFL-CIO 
and as a member of the Executive Council. 


Election of Vice President John English 


In conformity with the authority conferred upon the Executive Coun- 
cil, Article V, Section 6, of the Constitution of the AFL-CIO, the Ex- 
ecutive Council which convened May 20, 1957, elected John English, 
Secretary-Treasurer of the International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers of America, to fill the vacancy 
that existed as a result of the removal of Dave Beck. 


Selection of Fraternal Delegates 


The Executive Council was empowered by the 1955 Convention to 
select representatives to serve as Fraternal Delegates for the AFL-CIO 
to the British Trades Union Congress and the Canadian Labour Con- 


gress. 
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Accordingly, upon receipt of an official invitation from the British 
Trades Union Congress to the 1956 Congress at Brighton, England, 
September 3-7, the Executive Council selected Vice President Emil Rieve 
and Secretary-Treasurer William F. Schnitzler to represent the Ameri- 
can Federation of Labor and Congress of Industrial Organizations as 
Fraternal Delegates to the British Trades Union Congress. 

In 1957, upon receipt of an official invitation from the British Trades 
Union Congress, the Executive Council selected Vice President Walter 
P. Reuther and Vice President Joseph D. Keenan to represent the Ameri- 
can Federation of Labor and Congress of Industrial Organizations as 
Fraternal Delegates to the British Trades Union Congress in Blackpool, 
England, September 2-6, 1957. 

On April 23, 1956, in Toronto, the Trades and Labour Congress of 
Canada (AFL) and the Canadian Congress of Labour (CIO) held their 
first merger convention as the Canadian Labour Congress. It is most 
gratifying to report that the merger of these two organizations was 
consummated at such an early date following the merger of the United 
States trade union organizations. President George Meany attended the 
Merger Convention as Fraternal Delegate from the AFL-CIO. The 
Canadian Labour Congress now meets biennially. 


Standing Committees 


Following is a list of the members of the Standing Committees of 
the AFL-CIO as of November 15, 1957: 


Civil Rights 


Chairman: Charles Zimmerman, International Ladies’ Garment Work- 

ers’ Union. 

Ralph Helstein, United Packinghouse Workers of America; 

Milton P. Webster, Brotherhood of Sleeping Car Porters; 

Emil Mazey, United Automobile, Aircraft and Agricultural Imple- 
ment Workers of America; 

William C. Doherty, National Association of Letter Carriers; 

David J. McDonald, United Steelworkers of America; 

William McFetridge, Building Service Employes International Union; 

Richard F. Walsh, International Alliance of Theatrical Stage Em- 
ployes and Moving Picture Machine Operators of the U.S. and 
Canada; 

L. S. Buckmaster, United Rubber, Cork, Linoleum and Plastic Work- 
ers of America; 

George M. Harrison, Brotherhood of Railway Clerks; 

Al J. Hayes, International Association of Machinists; 

Mrs. Bessie Hillman, Amalgamated Clothing Workers of America; 
and 

Joseph Keenan, International Brotherhood of Electrical Workers. 
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First picture of new AFL-CIO Executive Council was taken during 


merger convention at New York in December 1955. 


Community Services 


Chairman: Joseph Beirne, Communications Workers of America. 
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Al Hartnett, International Union of Electrical, Radio and Machine 
Workers; 

Patrick Gorman, Amalgamated Meat Cutters and Butcher Workmen 
of North America; 

Emil Mazey, United Automobile, Aircraft and Agricultural Imple- 
ment Workers of America; 

A. Philip Randolph, Brotherhood of Sleeping Car Porters; 

John Brophy, AFL-CIO Industrial Union Department; 

John Grogan, Industrial Union of Marine and Shipbuilding Workers 
of America; 

Desmond Walker, United Rubber, Cork, Linoleum and Plastic Work- 
ers of America; 

Sal Hoffman, Upholsterers’ International Union of North America; 

W. C. Birthright, The Journeymen Barbers, Hairdressers and Cos- 
metologists International Union of America; 

John P. Redmond, International Association of Fire Fighters; 

Ossip Walinsky, International Handbag, Luggage, Belt and Novelty 
Workers Union; 

William C, Doherty, National Association of Letter Carriers; and 
Lee Minton, Glass Bottle Blowers. 
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Economic Policy 


Chairman: Walter P. Reuther, United Automobile, Aircraft and Agri- 
cultural Implement Workers of America. 
David Dubinsky, International Ladies’ Garment Workers’ Union; 
‘ Emil Rieve, Textile Workers of America; 
: Al J. Hayes, International Association of Machinists; 
Joseph Keenan, International Brotherhood of Electrical Workers; 
O. A. Knight, Oil, Chemical and Atomic Workers International 
Union; 
George M. Harrison, Brotherhood of Railway Clerks; 
James B. Carey, International Union of Electrical, Radio and Ma- 
: chine Workers; 
Joseph Rourke, Connecticut State Federation of Labor; 
James Suffridge, Retail Clerks International Association; and 
| David J. McDonald, United Steelworkers of America. 


Education 


Chairman: George M. Harrison, Brotherhood of Railway Clerks. 

O. A. Knight, Oil, Chemical and Atomic Workers International 

' Union; 

{ Joe Glazer, United Rubber, Cork, Linoleum and Plastic Workers of 

! America; 

Brendan Sexton, United Automobile, Aircraft and Agricultural Im- 
plement Workers of America; 

Emory Bacon, United Steelworkers of America; 

Jules Pagano, Communications Workers of America; 

Fannia Cohn, International Ladies’ Garment Workers’ Union; 

John Connors, AFL-CIO Education Department; 

James Brownlow, AFL-CIO Metal Trades Department; 

Joseph Keenan, International Brotherhood of Electrical Workers; 

Carl Megel, American Federation of Teachers; 

Paul Phillips, United Papermakers and Paperworkers; 

Peter Schoemann, United Association of Journeyman and Appren- 
tices of the Plumbing and Pipe Fitting Industry of the U.S. and 
Canada; 

I. W. Abel, United Steelworkers of America; 

Patrick Greathouse, United Automobile, Aircraft and Agricultural 
Implement Workers of America; 

Emil Starr, International Ladies’ Garment Workers’ Union; 

Felix Jones, United Cement, Lime and Gypsum Workers Interna- 
tional Union; 

Otto Pragan, International Chemical Workers Union; 

Helmuth F. Kern, Amalgamated Meat Cutters and Butcher Work- 
men of North America; 

John M. Brumm, International Association of Machinists; 

Frank Grasso, United Papermakers and Paperworkers. 
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Ethical Practices 


Chairman: Al J. Hayes, International Association of Machinists. 
George M. Harrison, Brotherhood of Railway Clerks; 
Joseph Curran, National Maritime Union of America; 
David Dubinsky, International Ladies’ Garment Workers’ Union; and 
Jacob S. Potofsky, Amalgamated Clothing Workers of America. 


Housing 


Chairman: Harry C. Bates, Bricklayers, Masons and Plasterers Inter- 

national Union of America. 

William McFetridge, Building Service Employes International Union; 

Richard J. Gray, AFL-CIO Building and Construction Trades De- 
partment; 

John Edelman, Textile Workers Union of America; 

Joseph Keenan, International Brotherhood of Electrical Workers; 

Ben Fischer, United Steelworkers of America; 

Charles J. MacGowan, International Brotherhood of Boiler Makers, 
Iron Ship Builders, Blacksmiths, Forgers and Helpers; 

M. A. Hutcheson, United Brotherhood of Carpenters and Joiners of 
America; 

A. F, Hartung, International Woodworkers of America; 

John Lyons, International Association of Bridge and Structural Iron 
Workers; 

Peter Fosco, International Hod Carriers, Building and Common 
Laborers Union of America; i 

Morris Pizer, United Furniture Workers of America; : 

John Crull, Communications Workers of America. 


International Affairs 


Chairman: George Meany, President, AFL-CIO. 

Jacob S. Potofsky, Amalgamated Clothing Workers of America; 

David Dubinsky, International Ladies’ Garment Workers’ Union; 

Walter P. Reuther, United Automobile, Aircraft and Agricultural 
Implement Workers of America; 

George M. Harrison, Brotherhood of Railway Clerks; 

Emil Rieve, Textile Workers Union of America; 

William J. McSorley, International Union of Wood, Wire and Metal 
Lathers; 

O. A. Knight, Oil, Chemical and Atomic Workers International 
Union; 

Charles J. MacGowan, International Brotherhood of Boiler Makers, 
Iron Ship Builders, Blacksmiths, Forgers and Helpers; 

Joseph Beirne, Communications Workers of America; 
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Lee Minton, Glass Bottle Blowers’ Association of the U.S, and 
Canada; 

L. S. Buckmaster, United Rubber, Cork, Linoleum and Plastic Work- 
ers of America; 

William C. Doherty, National Association of Letter Carriers; 

David J. McDonald, United Steelworkers of America; 

Harry C. Bates, Bricklayers, Masons and Plasterers International 
Union of America; 

A. Philip Randolph, Brotherhood of Sleeping Car Porters; 

Joseph Curran, National Maritime Union of America; 

Joseph Keenan, International Brotherhood of Electrical Workers; 
and 

Richard J. Walsh, International Alliance of Theatrical Stage Em- 
ployes and Moving Picture Machine Operators of the U.S. and 
Canada. 


Legislative 


Chairman: George Meany, President, AFL-CIO 
Members: AFL-CIO Executive Council 


Political Education 


Chairman: George Meany, President, AFL-CIO 
Members: AFL-CIO Executive Council 


Public Relations 


Chairman: William C. Birthright, The Journeymen Barbers, Hair- 
dressers and Cosmetologists International Union of America. 

George M. Harrison, Brotherhood of Railway Clerks; 
David J. McDonald, United Steelworkers of America; 
Walter P. Reuther, United Automobile, Aircraft and Agricultural 

: Implement Workers of America; 

/ William C. Doherty, National Association of Letter Carriers; 

James B. Carey, International Union of Electrical, Radio and Machine 
Workers; 

Joseph Beirne, Communications Workers of America; 

James C. Petrillo, American Federation of Musicians; and 

Lee Minton, Glass Bottle Blowers’ Association of the U.S. and Canada. 
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Research 


Chairman: William F. Schnitzler, Secretary-Treasurer, AFL-CIO. 
David Lasser, International Union of Electrical, Radio and Machine 
Workers; 
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Boris Shishkin, Civil Rights Dept., AFL-CIO; 

Stanley Ruttenberg, AFL-CIO Department of Research; 

George Brooks, United Papermakers and Paperworkers; 

Sol Barkin, Textile Workers Union of America; 

James Noe, International Brotherhood of Electrical Workers; 

Nat Weinberg, United Automobile, Aircraft and Agricultural Imple- 
ment Workers of America; 

Carl Huhndorff, International Association of Machinists; 

Otis Brubaker, United Steelworkers of America; and 

Lazare Teper, International Ladies’ Garment Workers’ Union. 


Safety & Occupational Health 


Chairman: Richard J. Walsh, International Alliance of Theatrical Stage 
Employes and Moving Picture Machine Operators of the U.S. and 


Canada. | 
Elwood Swisher, Oil, Chemical and.Atomic Workers International i 
Union; / 


Stephen Federoff, National Maritime Union of America; 

William Calvin, International Brotherhood of Boiler Makers, Iron 
Ship Builders, Blacksmiths, Forgers and Helpers; 

Joseph Curran, National Maritime Union of America; 

Herman Winter, Bakery and Confectionery Workers’ International 
Union of America; and 

P. L. Siemiller, International Association of Machinists. 


Social Security 


Chairman: M. A. Hutcheson, United Brotherhood of Carpenters and 

Joiners of America. 

Howard Hague, United Steelworkers of America; 

James Brownlow, AFL-CIO Metal Trades Department; 

Leonard Woodcock, United Automobile, Aircraft and Agricultural 
Implement Workers of America; 

Gordon Chapman, American Federation of State, County and Munici- 
pal Employees; 

Harry Sayre, United Papermakers and Paperworkers; 

Eric Peterson, International Association of Machinists; 

Joseph Childs, United Rubber, Cork, Linoleum and Plastic Workers 
of America; 

Kenneth J. Kelley, Massachusetts State Federation of Labor; 

William Pollock, Textile Workers Union of America; 

Harry Block, International Union of Electrical, Radio and Machine 
Workers; 

Lee Minton, Glass Bottle Blowers’ Association of the U.S. and Canada; 

Anthony Weinlein, Building Service Employes International Union; 

George Russ, Insurance Agents’ International Union; 

Charles Zimmerman, International Ladies’ Garment Workers’ Union; 
and 

George Q. Lynch, Pattern Makers League of North America. 
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Veterans Affairs 


Chairman: William C. Doherty, National Association of Letter Carriers. 

Ed S. Miller, Hotel and Restaurant Employees’ and Bartenders’ Inter- 
national Union; 

L. S. Buckmaster, United Rubber, Cork, Linoleum and Plastic Workers 
of America; 

M. A. Hutcheson, United Brotherhood of Carpenters and Joiners of 
America; 

Norman Matthews, United Automobile, Aircraft and Agricultural 
Implement Workers of America; 

James Gildea, AFL-CIO Industrial Union Department; 

William McFetridge, Building Service Employes International Union; 

Marty Hughes, Communications Workers of America; 

C. J. Haggerty, California State Federation of Labor; and 

Fred Fulford, United Furniture Workers of America. 


New Charters Issued 


Brotherhood of Locomotive Firemen and 
Enginemen 


The Executive Council, at its meeting held in Forest Park, Pa., on 
August 27, 1956, had under consideration a letter from President H. E. 
Gilbert of the Brotherhood of Locomotive Firemen and Enginemen in 
which he made formal application for affiliation of the Brotherhood to 
the AFL-CIO. This formal application was made upon the action taken 
by the convention of the Brotherhood in 1947 and a resolution adopted 
by the General Policy Committee on June 24, 1956. 

After full consideration, the Executive Council approved the applica- 
tion and charter was granted to the Brotherhood of Lo_»motive Firemen 
and Enginemen, August 27, 1956. 


American Train Dispatchers Association 


The Executive Council, at its meeting which convened January 28, 
1957, had under consideration a request for a charter of affiliation with 
the AFL-CIO from the American Train Dispatchers Association, an 
independent union which has been in existence since 1917. The applica- 
tion for affiliation with the AFL-CIO was made by direction of their 
convention which had unanimously adopted a resolution on this subject. 
After full consideration of the question, the Executive Council unani- 
mously approved the application of the American Train Dispatchers As- 
sociation on January 29, 1957. 
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American Railway Supervisors Association 


At its meeting of June 10, 1957, the Executive Committee had un- 
der consideration a letter of application from President J. P. Tahney, 
of the American Railway Supervisors Association, in which he made ap- 
plication on behalf of the American Railway Supervisors Association for 
affiliation with the AFL-CIO. 

This group holds membership in the Railway Labor Executives 
Association, and their membership consists of supervisory workers. The 
Executive Committee approved the application of the American Railway 
Supervisors Association and charter was issued to this group on June 


10, 1957. 


Brotherhood of Railroad Trainmen 


At its meeting in Chicago on Aug. 12-16, 1957, the Executive Council 
had under consideration an application from the Brotherhood of Rail- 
road Trainmen. As a result of protests received from Switchmen’s 
Union of North America and the Brotherhood of Railroad Signalmen of 
America, consultations were had with the officers of these three unions. 

At its meeting held in New York, City September 24 and 25, the 
Executive Council, after due consideration, approved the request of the 
Brotherhood of Railroad Trainmen and issued a charter of affiliation. 


Changes in Title 


International Union, United Automobile Workers 
of America, (to) Allied Industrial Workers 


At a meeting of the Executive Council May 1, 1956, consideration 
was given to the request of the International Union of United Automo- 
bile Workers of America for a change in title, to International Union, 
Allied Industrial Workers of America. 

The officers of the Union advised the Council that the change of 
title was not to extend the present jurisdiction in anyway, but would 
serve to eliminate the confusion which existed due to the fact that 
there were two organizations having the same general titles and both 
using the same abbreviations. 

With the distinct understanding that the change in title would in- 
volve no change in jurisdiction granted by the former AFL to the In- 
ternational Union of United Automobile Workers of America, and after 
consultation with the officers of interested organizations concerning the 
change in title, the Executive Council approved the change in title as 


requested. 
42 


LEE LEN es CMD tw i tae 


eheentiensittheenne dint ea, ee 


a . oo oe 
‘ 
a 
: a 
| ae 


ee i oe 


IB Ae Wat om.. 


Office Employes International Union 
{Request for Change in Title) 


At its meeting of August, 1957, the Executive Council had under 
consideration a resolution adopted by the convention of the Office Em- 
ployes International Union which asked for approval of a change in 
their official title to “Office and Professional Employes International 
Union.” 

A subcommittee of the Executive Council was appointed to meet with 
the officers of the Office Employes International Union. The members of 
the subcommittee were assured that it was not the intention of the Office 
Employes International Union to expand its jurisdiction if the change in 
title were approved. 

Upon full consideration of the report of the subcommittee to the 
Executive Council at its meeting in October, 1957 it was the conclusion 
of the Council that many unions of the AFL-CIO are organizing in the 
white collar field and have in their membership workers who fall into 
the “Professional” category. Therefore, it was the decision of the Ex- 
ecutive Council that the amount of misunderstanding, jurisdictional and 
otherwise, which would be encountered by the change in title of the 
Office Employes International Union to include “Professional” did not 
warrant approval of a change in name as requested by the Office Em- 
ployes International Union. 

Therefore, the request for a change in title was denied and the officers 
of the Office Employes International Union have been so advised. 


Mergers of Unions 


International Metal Engravers and Marking Device Workers Union, 
Merger With International Association of Machinists 


At its meeting held in Washington, D.C., June 5, 1956, the Executive 
Council considered the proposed merger between the International 
Metal Engravers and Marking Device Workers Union with the Inter- 
national Association of Machinists. 

President A. J. Hayes, of the International Association of Machinists, 
officially advised the AFL-CIO that as a result of negotiations which 
had been carried on since the merger convention in 1955, the Interna- 
tional Metal Engravers and Marking Device Workers Union had voted 
to merge its organization with the International Association of Machin- 
ists. 

A formal proposal regarding this merger was submitted to the mem- 
bership of the Metal Engravers Union by the officers of that union 
during the month of March, 1956. On April 12, 1956, the officers of the 
International Association of Machinists were notified by General 
Secretary-Treasurer Mario Gatto that the local unions of the Interna- 
tional Metal Engravers and Marking Device Workers Union voted 
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overwhelmingly in favor of merging with the International Association 
of Machinists and that their Executive Board was authorized to ef- 
fectute such a merger. Therefore the International Association of 
Machinsts presented a formal request for AFL-CIO approval. 

Under date of May 21, 1956, a letter was received from General 
Secretary-Treasurer Mario Gatto of the International Metal Engravers 
and Marking Device Workers Union, which officially informed the AFL- 
CIO of the action taken by their membership, and requested formal 
AFL-CIO approval. 

The Executive Council, after due consideration, felt this was a proper 
course for the organizations to follow and gave its consent and approval 
to the merger. In approving the merger of the two organizations, the 
jurisdiction formerly held by the International Metal Engravers and 
Marking Device Workers Union, with no change therein, was added to 
that of the International Association of Machinists. 


Barbers and Beauty Culturists Union of America, Reaffiliation With 
The Journeymen Barbers, Hairdressers and Cosmetologists’ 
International Union of America 


Under date of June 25, 1956, National Secretary Lilyan Moscowitz 
of the Barbers and Beauty Culturists Union of America, officially noti- 
fied the officers of the AFL-CIO that their membership had completed 
balloting on a recommendation of their national Executive Board to 
reaffiliate with the Journeymen Barbers, Hairdressers and Cosmetolo- 
fist’ International Union of America. The result of the balloting was in 
favor of such a reaffiliation and became effective as of July 1, 1956. 

We are confident that such a move on the part of these members will 
prove of lasting benefit to the general membership of their international 
union; and we take this opportunity to express our deep appreciation 
to the officers of both organizations, whose splendid cooperation helped 
to make this move possible. 


Government and Civic Employees Organizing Committee, Merger 
With American Federation of State, County and Municipal Employees 


On August 1, 1956, a national convention of the Government and 
Civic Employees Organizing Committee was held in New York City to 
take steps to effectuate the merger of that Committee with the American 
Federation of State, County and Municipal Employees. The merger of 
these two organizations was consummated and became effective August 


1, 1956. 


International Brotherhood of Paper Makers and United 
Paperworkers of America 


On March 4, 1957, the International Brotherhood of Paper Makers 
and the United Paperworkers of America met in a sepcial convention 
and ratified an agreement to merge their organizations. Under the 
terms of the merger agreement, a new title was selected: United Paper- 
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makers and Paperworkers. On March 6, 1957, the United Papermakers 
and Paperworkers held their merger convention. 

The Executive Council of the AFL-CIO at its meeting beginning 
May 20, 1957, approved the merger of these two organizations and also 
the new title “United Papermakers and Paperworkers”. In approving 
the merger and title of the United Papermakers and Paperworkers, the 
Executive Council did so with the clear understanding that this action 
did not add or detract from any industrial jurisdiction these two organ- 
izations had at the time of the AFL-CIO merger. 

We extend our congratulations to all those whose cooperation and 
vision helped to make this merger possible. We are certain, through 
the instrumentality of the new international union, that greater benefits 
and security will accrue to the membership. The combining of the 
knowledge, resources and loyalty of the officers and membership of the 
two former organizations into one international union will most certainly 
reflect increased prestige and stature. 


New AFL-CIO Headquarters 


The new headquarters building of the AFL-CIO in Washington, 
D. C., hailed by architects as an outstanding structure, was dedicated 
on June 4, 1956 by President Dwight D. Eisenhower. 

Sixteenth Street, one of Washington’s main arteries, was roped off 
for the event, which drew a large crowd of trade union leaders, rank- 
and-file members from the capital area and Washington dignitaries. 

Secretary-Treasurer Schnitzler presided at the brief ceremonies and 
President Meany made the principal welcoming address, dedicating 
the building to the philosophy of the labor movement. 

The eight-story building stands next door to and forms a backdrop 
for one of Washington’s most historic churches, St. John’s, known as 
the “Church of the Presidents.” 

The main lobby, two stories tall, is dominated by a magnificent 50 
foot, floor-to-ceiling mosaic mural, conceived by Lumen M. Winter. 
Key to the mural is Thomas Carlyle’s famous words, “Labor is Life.” 

This theme and the central portion of the mural were used by the 
United States Postoffice for a special Labor Day stamp, issued in 1956, 
commemorating the accomplishments of organized labor. 

Today one of Washington tourists’ landmarks, the AFL-CIO build- 
ing is visited daily by vacationing workers, foreign dignitaries, and 
art lovers desiring to view the mural in the “House of Labor.” 


Headquarters Building Addition 


By August of 1957, the Executive Council took action to relieve the 
over-crowded conditions at the Headquarters. The constantly expanding 
activities of the Federation required more room for the staff, Secretary- 
Treasurer Schnitzler reported to the Council. 
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New AFL-CIO Headquarters: Crowd gathers in June 1956 for dedication 
of fine new AFL-CIO headquarters. 


The Executive Council unanimously authorized the Executive Officers 
to proceed with the building of an addition to the Headquarters on land 
owned by the AFL-CIO lying between the present Headquarters and the 
Lafayette Hotel on the north. 


Disputes Processed 
Under the AFL-CIO Constitution 


Since the merger of the American Federation of Labor and Congress 
of Industrial Organizations in December, 1955, there have been ap- 
proximately 300 disputes which have been processed by the President’s 
office under the provisions of Article III, Sections 3 and 4 of the 
AFL-CIO Constitution. 

Out of these 300 disputes, the majority have been settled. The settle- 
ment of these disputes was brought about either by meetings between 
the international unions in dispute, with the assistance of the President’s 
office, or by decisions of sub-committees of the Executive Council of the 
AFL-CIO. Only one dispute was taken before the full Executive Coun- 


cil. 
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Most national and international unions of the AFL-CIO have been 
very cooperative in endeavoring to settle these disputes. 

A sign of the cooperative spirit of the international unions is re- 
flected in the percentage of cases settled with the assistance of the 
President’s office without going before a sub-committee of the Executive 
Council or full Executive Council. Approximately ninety per cent (90%) 
of the disputes were settled between the international unions and the 
President’s office. There have been only three cases where the parties 
to the dispute failed to accede to the decision of the sub-committee of 
the Executive Council. 

Article III, Section 4, has the same objective as the No-Raid Pact 
and many cases were settled immediately when this was brought to the 
attention of many international unions. 

During the last quarter of 1957, a marked decrease in disputes has 
been noted. The hopes for the future are very encouraging as a result of 
the cooperation of the AFL-CIO affiliates in the past. 


No-Raiding Agreement 


The AFL-CIO No-Raiding Agreement went into effect on June 9, 
1954. In the more than three years since its inception, the Agreement 
has operated in a highly satisfactory manner. 

The No-Raiding Agreement has provided a workable procedure for 
all signatories through which jurisdictional differences have been resolved 
within the trade union movement and without opening the door to gov- 
ernmental intervention in the family affairs of organized labor. 

As of October 4, 1957, 105 of the 140 national and international 
unions of the AFL-CIO were signatories to this agreement, which binds 
them from raiding the jurisdiction of another signatory. 

Of these 105 unions, 76 were former AFL affiliates, 28 were former 
CIO affiliates and one international union was created by the merger of 
former AFL and CIO international unions. 

As of October 4, 1957, the date this report was compiled, 135 cases 
have been processed under the terms of the No-Raiding Agreement; 66 
of them since the AFL-CIO merged on December 5, 1955. 

Ninety-six of these cases were resolved by mutual agreement between 
the parties before the case was submitted to the impartial umpire, David 
L. Cole. Six cases, still in the preliminary states, are now pending. 

A total of 33 cases were sent to the umpire with seven later being 
withdrawn by mutual agreement before a hearing was held. Mr. Cole has 
rendered 22 decisions and is in the process of hearing four pending cases. 

Since the signing of the original No-Raiding Agreement, the follow- 
ing signatories have either merged or withdrawn from affiliation, as is 
noted in each instance: 

1. The Government & Civic Employees Organizing Committee 

(formerly CIO) merged with the American Federation of State, 

County & Municipal Employees (formerly AFL) under the latter title. 
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2. The International Brotherhood of Paper Makers (formerly 
AFL) and the United Paperworkers of America (formerly CIO) 
merged under the title of United Papermakers and Paperworkers, 
AFL-CIO. 

3. The Diamond Workers’ Protective Union of America (formerly 
AFL) merged with the International Jewelry Workers Union (for- 
merly AFL). 

4. The International Metal Engravers & Marking Device Workers 
(formerly AFL) merged with the International Association of Ma- 
chinists (formerly AFL). 

5. The Barbers & Beauty Culturists Union of America (formerly 
CIO) reaffiliated with the Journeymen Barbers, Hairdressers & Cos- 
metologists International Union of America (formerly AFL) under 
the latter title. 

6. The United Department Store Workers of America (formerly 
CIO) merged with the Retail, Wholesale & Department Store Union 
(formerly CIO) under the latter title. 

7. The United Gas, Coke & Chemical Workers of America (for- 
merly CIO) merged with the Oil, Atomic & Chemical Workers Inter- 
national Union (formerly CIO) under the latter title. 

8. The United Railroad Workers of America (formerly CIO) 
merged with the Transport Workers Union of America (formerly 
CIO). 

9. The National Association of Postal Supervisors, an original 
AFL signator, previously withdrew from affiliation with the American 
Federation of Labor. 
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Building & Construction Trades Department- 
Industrial Union Department Committee 


The 1955 merger convention adopted a resolution calling for the 
establishment of a permanent committee composed equally of represent- 
atives of the Building and Construction Trades Department and the 
Industrial Union Department, whose duties would be “to develop rules 
of procedure for the adjustment of any conflict of interest that may 
presently exist or may arise in the future.” 

As a result of this directive a committee was established, with the 
following members: 

Richard J. Gray, President 

Building and Construction Trades Department 

Frank Bonadio, Secretary-Treasurer 

Building and Construction Trades Department 

Peter T. Schoemann, General President 

United Association of Journeymen and Apprentices of the Plumbing 

and Pipe Fitting Industry of the United States and Canada 

William E. Maloney, Genera] President 
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International Union of Operating Engineers 

Peter Fosco, General Secretary-Treasurer 

International Hod Carriers 

Finlay Allen 

United Brotherhood of Carpenters and Joiners of America 

James Hoffa, Vice-President 

International Brotherhood of Teamsters, Chauffeurs, Warehousemen 

and Helpers of America 

Desmond Walker, Secretary-Treasurer (Chairman of IUD Committee) 

United Rubber, Cork, Linoleum and Plastic Workers of America. 

AFL-CIO 

Al. Whitehouse, Director (Secretary of IUD Committee) 

Industrial Union Department 

Norman Matthews, Vice-President 

United Automobile, Aircraft and Agricultural Implement Workers 

of Ameriea, AFL-CIO 

Eric Peterson, General Secretary-Treasurer 

International Association of Machinists, AFL-CIO 

Toney Gallo, Secretary-Treasurer 

International Union of Cement, Lime and Gypsum Workers 

Elmer Maloy, International Representative 

United Steelworkers of America, AFL-CIO 

Al Hartnett, Secretary-Treasurer 

International Union of Electrical, Radio and Machine Workers. 

AFL-CIO 

This Joint Building Trades and Industrial Union Committee met on 
numerous occasions and failed to reach agreement. After a meeting on 
January 28, 1957 at Miami Beach they reported their failure to reach 
an understanding to the President of the AFL-CIO. On February 6, 
1957, a committee of six AFL-CIO Executive Council members, which 
had been appointed on July 10, 1956 by and under the chairmanship of 
President Meany, met to consider the problem and could not agree on a 
proposal. 

On February 26, 1957, this six-man committee was enlarged to in- 
clude Secretary-Treasurer Schnitzler and five new members. This 
AFL-CIO Executive Council Committee now consists of: 

Joseph D. Keenan, Secretary 

International Brotherhood of Electrical Workers 

Peter T. Schoemann, President 

United Association of Journeymen and Apprentices of the Plumbing 

and Pipe Fitting Industry 

David McDonald, President 

United Steelworkers of America 

H. C. Bates, President 

Bricklayers, Masons and Plasterers International Union of America 
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A. J. Hayes, President 

International Association of Machinists 
William F. Schnitzler, Secretary-Treasurer 
AFL-CIO 


Walter Reuther, President 
United Automobile, Aircraft and Agricultural Implement Workers of 
America 

O. A. Knight, President 

Oil, Chemical and Atomic Workers International Union 

John H. Lyons, President 

International Association of Bridge and Structural Iron Workers 

Joseph A. Beirne, President 

Communications Workers of America 

L. S. Buckmaster, President 

United Rubber, Cork, Linoleum and Plastic Workers of America 

M. A. Hutcheson 

United Brotherhood of Carpenters and Joiners of America 

George Meany, President 

AFL-CIO (Acting as Chairman of this Committee) 

The committee has held a number of meetings in an effort to estab- 
lish rules of procedure and on June 28, 1957 general agreement was 
reached along the following lines: 

“There are two areas in which the jurisdictional lines be- 
tween the building trades craft unions and the industrial 
unions are clear. New building construction, on the one hand, 
should be the work of the workers represented by the build- 
ing trades craft unions; production and running maintenance 
work, on the other hand, should be the work of the workers 
represented by industrial unions. Between the two clear areas 
set forth above there is a doubtful area involving such work 
as alterations, major repairs and relocation of existing facil- 
ities, changeovers, and other types of maintenance work. In 
these doubtful areas, decision should be made on the basis 
of established past practices on a plant, area or industry 
basis.” 

While no agreement was reached on a firm method of arbitration to 
settle disputes between the two groups, it was agreed by the committee 
that an effort should be made to set up some permanent machinery to 
resolve as many of these disputes as possible along the lines of the 
agreement outlined above. The machinery agreed to was as follows: 

The AFL-CIO will place on its staff three persons suggested by the 
Industrial Union Department and three persons suggested by the Build- 
ing and Construction Trades Department. These six persons will be 
divided into three teams of two men—one from the Building Trades and 
one from the Industrial Union Department on each team. 
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Creating a New Labor Federation: Vice-Pres. Carey, Sec.-Treas, Schnitz- 
ler, Pres. Meany, Vice-Pres. Reuther, Vice-Pres. Bates. 


These teams will work under the direction of the President of the 
AFL-CIO and will devote their full time to adjusting disputes between 
the craft organizations and the industrial organizations in keeping with 
the policy stated above. 

It was the belief of the committee that a great many of these prob- 
lems could be solved by on-the-spot agreements reached by the represent- 
ative teams. Up to this date, however, this agreement has not been 
implemented. 
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Progress of Merger 
of State Central Bodies 


Since the merger of the American Federation of Labor and Congress 
of Industrial Organizations in 1955, 34 state mergers have been com- 
pleted between the State Federations of Labor and State Industrial 
Union Councils. Included in the 34 states that have merged, with the 
assistance of the President’s office, are: 

Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, 
Georgia, Iowa, Kansas, Louisiana, Maine, Maryland, & D.C., Massachu- 
setts, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, 
New Hampshire, New Mexico, North Carolina, North Dakota, Oregon, 
South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Vir- 
ginia, Washington, West Virginia and Wyoming. 

Oklahoma has scheduled a merger convention to be held during the 
middle of December, 1957. 

At the time this report was prepared, the prospects for the merger 
of the remaining states before the deadline are most encouraging. Those 
expected to merge on a voluntary basis are: 

California, Florida, Idaho, Indiana, New Jersey, New York, Ohio, 
Pennsylvania and Wisconsin. 

Prospects are not bright in the following states for merger before 
our convention: 

Illinois, Kentucky, Michigan, Rhode Island. 

After the convention, these states will be merged according to the 
Rules set forth by the Executive Council with the assistance of the 
President’s office. 

The states where merger has been completed has provided a better 
relationship and valuable gains for the membership of the affiliated 
local unions. These states are striving towards furthering the objects 
and policies of the AFL-CIO. 


Progress of Merger of 
Local Central Bodies 


Since the merger of the American Federation of Labor and Congress 
of Industrial Organizations in. December, 1955, there have been ap- 
proximately 169 mergers of local central bodies. This total includes areas 
where there were Central Labor Unions and Industrial Union Councils 
and Local Central Bodies and Local Unions. There have been 86 re- 
placement charters issued and 42 new charters issued since 1955. 

The merger of local central bodies has been on a voluntary. basis and 
the prospects for the future are very encouraging. Approximately half 
of the local central bodies have merged with the assistance of the Presi- 
dent’s office, Secretary-Treasurer’s office and the field staff. 
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While we expect the remaining local centrai bodies to merge at a 
steady pace, the merger of the state bodies has been a main factor. With 
the majority of states merged, we feel the local central bodies in each 
state will follow through in the same manner. 


Appeal 


International Union of Wood, Wire and Metal Lathers— 
Building and Construction Trades Department 


At its meeting in February, 1956, the Executive Council had under 
consideration the appeal of the officers of the International Union of 
Wood, Wire and Metal Lathers in the matter of a resolution which had 
been adopted by the 1955 convention of the Building and Construction 
Trades Department. At their 1955 convention the Department adopted 
a resolution which required all affiliates of the Department, as a condi- 
tion of membership, to subscribe and adhere to the Department’s Plan 
for Settlement of Jurisdictional Disputes. 

After due consideration of this question the Council left this matter 
in the hands of the President to see if it were possible to reach an agree- 
ment between the parties in interest and eliminate the necessity of the 
Council making a ruling on this question. Several conferences were held 
with the President of the Department and the President of the interna- 
tional unions concerned and, as the result of a request from the Depart- 
ment for a decision by the Council, in November 1956 the Executive 
Council voted to deny the appeal of the International Union of Wood, 
Wire and Metal Lathers. 

The officers of the Wood, Wire and Metal Lathers International Union 
are now presenting its appeal to this convention against the decision of 
the Executive Council which held that the Building and Construction 
Trades Department would have the right to require that all of its af- 
filiates, as a condition of membership, subscribe and adhere to the De- 
partment’s Plan for the Settlement of Jurisdictional Disputes. 


Women's Auxiliaries 


The joint merger committees of the American Federation of Women’s 
Auxiliaries of Labor (formerly AFL) and the National CIO Auxiliaries 
(formerly CIO) ratified a merger agreement at conferences that began 
on June 25, 1956 at the AFL-CIO headquarters. 

The merged organization will be known as the American Federation 
of Labor and Congress of Industrial Organization Auxiliaries. 

It will come into being at a first constitutional convention to be held 
in Atlantic City, New Jersey from December 9 to 18, 1957. 

The merger agreement provides: the organizing jurisdiction of each 
affiliate shall be recognized and maintained; the integrity of each affiliate 
shall be maintained; and existing state and local auxiliaries shall be 
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merged as soon as possible after the mergers of the AFL-CIO state and 
local central bodies. 

The merged organization will dedicate itself to educating the wives, 
mothers, sisters and daughters of union members on both the historic 
background and the current activities of organized labor. 

It proposes to be active in community drives, to assist and work in 
conjunction with local and state committees on political education; to 
render assistance to the AFL-CIO Department of Legislation when called 
upon; to assist unions in the settlement of strikes; to support the Civil 
Defense Programs by serving as block wardens and members of the 
Ground Observer Corps, and to support the Union Label Campaign by 
promoting the union label shop card and union label button. 

Each of the separate organizations will hold their regular convention 
on December 7, 1957 in Atlantic City and the merger convention will 
follow. 

The merger of the two Auxiliaries will create a potent force for 
good in the American trade union movement. 


Ethical Practices 


The agreement for the merger of the AFL and the CIO provided 
as one of the stated “Principles of Merger” that the merged federation 
“shall constitutionally affirm its determination to protect the American 
trade union movement from any and all corrupt influences .. .” It also 
provided that “the merged federation shall establish appropriate internal 
machinery with authority effectively to implement this constitutional 
determination .. .” 

In accordance with this agreement, the Constitution, which the AFL- 
CIO adopted at its first Constitutional Convention in December 1955, 
contained both a statement of general principles with respect to com- 
munism and corrupt unionism and internal machinery to deal with this 
question. Article II, Section 10, of the Constitution provides that one of 
the objects and principles of the Federation shall be “to protect the labor 
movement from any and all corrupt influences and from the undermining 
efforts of Communist agencies and all others who are opposed to the 
basic principles of our democracy and free and democratic unionism.” 

Article VIII, Section 7, reiterated this statement of principle and 
provided that the Executive Council should have the power to conduct 
an investigation, either directly or through an appropriate committee, 
into any situation “in which there is reason to believe that any affiliate 
is dominated, controlled or substantially influenced in the conduct of its 
affairs by any corrupt influence .. .” The Council was further given the 
authority “to make recommendations or give directions to the affiliate 
involved and shall have further authority, upon a two-thirds vote, to 
suspend any affiliate found guilty of a violation of this section.” 

The AFL-CIO Constitution also provided for a Committee on Ethical 
Practices which should, in the words of the Constitution, “be vested with 
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Ethical Practices Committee Meeting: Vice-Presidents Hayes (Chair- 
man), Potofsky, Dubinsky, Curran and Harrison. 


the duty and responsbility to assist the Executive Council in carrying 
out the Constitutional determination of the Federation to keep the Fed- 
eration free from any taint of corruption or communism .. .” 


AFL-CIO Assumed Obligation 


These constitutional provisions, adopted unanimously by the founding 
Convention of the AFL-CIO, established firmly that the AFL-CIO would 
assume the obligation of implementing the historical dedication of the 
American labor movement to free, honest and democratic trade unionism 
and its irrevocable opposition to corrupt influences in the labor move- 
ment. 

The AFL-CIO Constitution also reaffirmed the principle of national 
and international union autonomy which has historically been one of the 
cornerstones of the American labor movement. But, by its provisions 
with respect to corruption and communism, agreed to at the founding 
Convention by all affiliates, the Constitution made it clear that the rights 
of autonomy do not include the right of a corrupt or communist-domi- 
nated union to remain in affiliation with the American labor movement. 

By accepting the AFL-CIO Constitution and joining with their fellow 
trade unionists in affiliation with the AFL-CIO, each national and inter- 
national union in the AFL-CIO necessarily assumed the obligation to 
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accept the principles above set forth. They are a part of the basic 
charter upon which this Federation rests. 

In addition to affirming its constitutional determination to keep the 
trade union movement free from corruption and communism, the found- 
ing Convention of the AFL-CIO also adopted, by unanimous vote, a 
resolution on ethical practices. That resolution called upon “all affiliated 
national and international unions to take whatever steps are necessary 
within their own organizations to effect the policies and ethical stand- 
ards set forth in the Constitution of the AFL-CIO.” It further called 
upon the affiliated unions to make such constitutional amendments or 
changes in internal procedures as might appear necessary to carry out 
the responsibility incumbent upon autonomous organizations under the 
principles established by the AFL-CIO Constitution. 

Thus, the Convention recognized what was implicit in the Constitu- 
tion, that each affiliated union had an obligation under the Constitution 
to take the necessary steps to ensure adherence to the determination of 
the AFL-CIO to be free from any and all corrupt influences, as well as 
from the infiltrating efforts of communist, fascist, and all other totali- 
tarian agencies. 

Shortly after the Convention the President, with the approval of 
the Executive Council, appointed a Committee on Ethical Practices. In 
June 1956 the Executive Council adopted a procedural resolution vesting 
the Committee on Ethical Practices with the authority to make investiga- 
tions and submit reports to the Executive Council, in any situation com- 
ing within the terms of Article VII, Section 7. 


First Three Cases 


In addition, the Committee was directed by the Council to develop a 
set of principles and guides for adoption by the AFL-CIO in order to 
implement the constitutional determination that the Federation should 
be and remain free from all corrupt influences. 

The Executive Council at its June 5-7, 1956 meeting referred to the 
Ethical Practices Committee certain information regarding alleged cor- 
rupt influences in the affairs of three unions affiliated with the AFL- 
CIO: (1) the Laundry Workers International Union; (2) the Allied 
Industrial Workers of America (formerly the UAW-AFL) ; and (3) the 
Distillery, Rectifying and Wine Workers International Union. 

The Ethical Practices Committee thereupon initiated a preliminary in- 
quiry as to the charges against these unions and reported back to the 
August 27-30, 1956 meeting of the Executive Council. 

In its report to the August meeting of the Executive Council, the 
Committee found sufficient reason to believe that the three unions might 
be dominated, controlled or substantially influenced in the conduct of 
their affairs by corrupt influences. The Committee, therefore, determined 
to conduct a formal investigation, including a hearing, on behalf of the 
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Executive Council, in connection with these matters. This report was 
approved unanimously as to each of the three unions by the Executive 
Council. 


Code | Adopted 


At the August 27, 1956 Executive Council meeting, the Ethical Prac- 
tices Committee also reported to the Council its initial reeommendations 
with respect to a set of guides and principles to implement the constitu- 
tional determination of the AFL-CIO to be free from all corrupt in- 
fluences. 

This first recommendation covered the question as to the proper pro- 
cedures and limitations which should exist with respect to the issuance 
of local union charters. The Council accepted the recommendations of 
the Committee and on August 29, 1956, promulgated Ethical Practices 
the Committee on Ethical Practices with the authority to make investiga- 
this Report. 

Between August 1956 and the next meeting of the Executive Council 
on January 28, 1957, the Committee on Ethical Practices proceeded with 
its formal investigation into the three unions above mentioned, and also 
developed further recommendations for Codes of Ethical Practices. Dur- 
ing this period, the issue of corruption in certain labor unions began to 
come sharply to public attention with the initiation of investigations into 
this question by the permanent Subcommittee on Investigations of the 
Senate Government Operations Committee. 

The meeting of the Executive Council which began on January 28, 
1957, dealt with a number of matters in the ethical practices field. First, 
there was the question of the Federation’s policy with respect to investi- 
gations by legislative committees and other agencies and, in particular, 
the question of the Federation’s policy with respect to trade union offi- 
cials who invoked the Fifth Amendment on questions of union corruption. 


Statement on Fifth Amendment 


On this subject, the Council adopted a statement on January 28, 
1957, that it is the “firm policy of the AFL-CIO to cooperate fully with 
all proper legislative committees, law enforcement agencies and other 
public bodies seeking fairly and objectively to keep the labor movement 
or any other segment of our society free from any and all corrupt 
influences.” 

With respect to the Fifth Amendment, the Executive Council recog- 
nized “that any person is entitled, in the exercise of his individual 
conscience, to the protection afforded by the Fifth Amendment” and 
reaffirms the conviction “that this historical right must not be abridged.” 
At the same time, the Council declared that if, however, a trade union 
official “decides to invoke the Fifth Amendment for his personal pro- 
tection and to avoid scrutiny . . . into alleged corruption on his part, he 
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has no right to continue to hold office in his union.” Otherwise, the 
Council declared, an individual guilty of corruption would be able to 
use the Fifth Amendment not only as a personal protection against 
possible criminal punishment but as a shield against proper scrutiny 
into corrupt influences in the labor movement. 

This statement of policy by the Executive Council has been misin- 
terpreted by some as requiring “automatic” expulsion of any trade 
union leader who invokes the Fifth Amendment. It has been attacked 
by others as an attempt to wipe out the Fifth Amendment from the 
Constitution of the United States. Neither is true. Those who make 
such attacks either fail to understand the meaning of the Executive 
Council’s statement or are attempting to defeat the proper inquiry by 
the trade union movement into the question of whether one of its officers 
is corrupt. 

Every honest trade union should be concerned if serious charges of 
corruption and misuse of office for personal gain are made against its 
officers. The AFL-CIO Constitution, indeed, commits each union affili- 
ated with the AFL-CIO to take appropriate steps to keep the movement 
free of corrupt influences. That necessarily includes investigation by a 
trade union of one of its officials against whom serious and apparently 
well-founded charges of corruption are placed. The fact that such 
charges are made before a legislative committee or other public agency 
and the union official invokes the Fifth Amendment, cannot give im- 
munity to him from trade union investigation and appropriate action, 
if the investigation indicates this is required. 


Implicit In Constitution 


The Executive Council statement of January 28, 1957, simply made 
clear what was already implicit in the basic constitutional provisions 
and resolutions of the AFL-CIO—any trade union official against whom 
serious charges of corruption are leveled should be subject to removal 
from office if those charges are true. If that official invokes the Fifth 
Amendment and refuses to state whether or not these charges are true, 
an investigation is required by the affiliate involved into the fitness of 
the official to continue to hold office. If it is found that the Fifth 
Amendment was in fact invoked as a shield to avoid discovery of cor- 
ruption on his part, he has no right to continue to hold trade union office. 

The Fifth Amendment to the Constitution of the United States does 
not confer immunity against the duty of the trade union movement to 
determine whether an official who invokes that Amendment is guilty of 
malfeasance in office. The Fifth Amendment to the Constitution of the 
United States does not mean that the labor movement must see no evil 
or hear no evil merely because an individual union official, to avoid giv- 
ing testimony which may send him to jail, refuses to answer questions 
before a public body. 
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Reports on Three Unions 


The other matters in the Ethical Practices field which came before 
the Executive Council in its January-February 1957 session were the 
final reports of the Ethical Practices Committee with respect to the 
three unions as to which formal investigations and hearings had been 
conducted in the prior months; and additional Ethical Practices Codes 
were recommended to the Council by the Committee. 

With respect to the three unions (the Allied Industrial Workers of 
America; the Distillery, Rectifying and Wine Workers International 
Union; and the Laundry Workers International Union), the Executive 
Council received and approved the final reports of the Ethical Practices 
Committee. In each case the Committee found that the union involved 
did not meet the standards for ethical union practices set forth in the 
AFL-CIO Constitution. The Council directed each of the unions to 
eliminate the corrupt influences and to correct the abuses set forth in 
the report of the Ethical Practices Committee. In addition, each of 
these affiliates was directed to eliminate from any position or office, 
either appointive or elective, in the international union or its subordinate 
bodies, those who tolerated or were responsible for those abuses. A 
ninety-day period was given to each of these unions to comply with 
these directives on the pain of suspension from the AFL-CIO. 


Charges Against Can Local 22623 


The Council at its January-February, 1957 meeting also approved 
the decision of President Meany regarding charges against Can Workers 
Federal Labor Union 22623 and Charles Naddeo, its secretary-treasurer. 
(See also the report of the Auditing Dept.) 

On December 27, 1956, President Meany, in accordance with the 
powers vested in him by Article XV, Section 2, of the AFL-CIO Con- 
stitution and the rules governing directly affiliated local unions, charged 
Local 22623 and Charles Naddeo with failing to comply with the AFL- 
CIO Constitution and the rules governing directly affiliated local unions 
and with engaging in activities which were contrary to the welfare and 
best interests of the AFL-CIO. Simultaneously, President Meany sus- 
pended the officers of the local and established a trusteeship over the 
affairs and property of Local 22623, with Martin A. Durkin as the trustee. 

Hearings were held concerning the charges before Vice President 
Joseph A. Beirne, the designated hearing officer, and full opportunity 
was afforded to all interested parties to present evidence at the hearings. 
Vice President Beirne filed an extensive report in which he found and 
recommended that the charges against the local union and Naddeo be 
sustained. 

President Meany approved and adopted the report of the hearing 
officer in a decision in which he stipulated: 

“1. The charges against Charles Naddeo are sustained. 
In accordance with the powers of the president of the AFL- 
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CIO, under Rule 21 of the rules governing directly affiliated 
local unions, Charles Naddeo’s suspension from the office of 
Secretary-Treasurer of Federal Labor Union 22623 is con- 
verted into permanent removal from office in said directly 
affiliated local union and Charles Naddeo is expelled from 
membership in the local. 

“2. The charges against Federal Labor Union 22623 are 
sustained. The trusteeship established by the undersigned 
as president of the AFL-CIO under the rules governing 
directly affiliated local unions over the affairs and property 
of this local, is continued in effect until such time as the 
undersigned president of the AFL-CIO shall determine that 
Federal Labor Union 22623 has been conducting regular 
membership meetings and is capable of electing officers and 
conducting its affairs in conformance with the AFL-CIO 
constitution, the rules governing directly affiliated local 
unions, and the policies of the AFL-CIO. 

“3. The suspension of the officers of Federal Labor Union 
22623 is converted into removal from office, and the designa- 
tion of all the former incumbent officers, except Charles 
Naddeo, who was suspended from office and is now removed 
therefrom and expelled from the union, to serve as tem- 
porary officers under the supervision of the trustee, is can- 
celled.” 

An appeal was taken by Naddeo and the local to the Executive 
Council from President Meany’s decision. As stated above, the Execu- 
tive Council sustained the decision. 

The trusteeship of the local was continued in effect until such time 
as President of the AFL-CIO determined that Local 22623 was capable 
of conducting its affairs in conformance with the AFL-CIO Constitution, 
the rules governing directly affiliated local unions and the policies of the 
AFL-CIO. 

In establishing a trusteeship and appointing Mr. Durkin as trustee, 
the President of the AFL-CIO had acted because of the failure of Local 
Union No. 22623 to comply with the principles and provisions set forth 
in the AFL-CIO Constitution and the Rules Governing Directly Affiliated 
Local Unions—including the policy resolution on Ethical Practices 
adopted by the first Constitutional Convention of the AFL-CIO. The 
action of Trusteeship was necessary to protect the interests of the mem- 
bership, their funds and the property of Local Union No. 22623 because 
of the charges which had been brought against Financial Secretary- 
Treasurer Charles Naddeo of Local 22623. 

During the period of trusteeship, the Administrator of the Local 
Union called a special meeting of the general membership on March 3, 
1957 at which time a By-Laws Committee was appointed and instructed 
to have the proposed Constitution and By-Laws ready to present to the 
general membership for their approval at a special membership meeting 
called for March 31, 1957. 
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On May 2, 1957, the President of the AFL-CIO gave his approval to 
the Constitution and By-Laws of Directly Affiliated Local Union No. 
22623. 

According to the report of the Trustee, directly affiliated Local Union 
No. 22623 has been conducting regular membership meetings and, in the 
opinion of the Trustee, is now capable of electing officers and conducting 
its affairs in conformance with the AFL-CIO Constitution, the Rules 
Governing Directly Affiliated Local Unions and the policies of the 
AFL-CIO. 

On October 25, 1957, the President of the AFL-CIO, after having 
examined the report and recommendation of Trustee Martin A. Durkin, 
respecting his Trusteeship, and the present conditions of the affairs of 
that Local Union No. 22623 would be released from the Trusteeship 
heretofore imposed and returned to an autonomous status as a directly 
affiliated local union of the AFL-CIO upon full compliance with and 
under the following terms and conditions: 


1. That immediate notice of this Decision including the 
terms and conditions under which the removal of the Trustee- 
ship shall become effective and local autonomy be restored, 
be given to the membership of Federal Labor Union No. 
22623. 

2. That on November 12, 1957, Federal Labor Union No. 
22623 hold a meeting for the purpose of nominating officers 
of such union and that prior thereto adequate notice of the 
time, place, and purpose of such meeting be given to the 
membership of Federal Labor Union No. 22623. 

3. That on November 26, 1957, fair elections representing 
the will of the membership of Federal Labor Union No. 22623 
be conducted on these nominations with prior adequate notice 
of the same being given to such membership. 


4. That the terms of office of these newly elected officers 
run from the date of installation until May 26, 1959. 


5. That the installation of the newly elected officers take 
place on December 10, 1957. 


Therefore, on December 10, this local union will rejoin its former 
status in the conduct of its affairs. 


The trusteeship of the Local was continued in effect until October 25, 
1957, when the President of the AFL-CIO, having examined the report 
and recommendation of Trustee Martin A. Durkin, determined that Local 
22623 was capable of conducting its affairs in conformance with the 
AFL-CIO Constitution, the rules governing directly affiliated local unions 
and the policies of the AFL-CIO. Therefore, on October 25, 1957, Local 
Union 22623 was returned to its autonomous status as a directly affiliated 
local union of the AFL-CIO. 
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Adoption of Codes Ill, 1V and V 


With respect to the Ethical Practices Codes, the Council at its 
January-February 1957 meeting adopted three additional Codes. These 
were Ethical Practices Code II, dealing with the appropriate standards 
to be used in the administration of health and welfare funds; Ethical 
Practices Code III, dealing with racketeers, crooks, communists, and 
fascists in the trade union movement; and Ethical Practices Code IV, 
dealing with the investments and business interests of union officials. 


Investigation of Teamsters, Bakers 


Shortly after the close of the Executive Council session the Select 
Committee on Improper Activities in the Labor or Management Field 
of the United States Senate (usually called the McClellan Committee), 
which had been authorized by a Senate Resolution on January 30, 1957, 
began its hearings. 

The first union subjected to scrutiny by the Committee was the 
International Brotherhood of Teamsters, and during February and 
March, 1957, many disclosures were made by the Committee which raised 
serious questions as to possible corrupt influences within the Tea nsters 
Union. 

Based upon this public record and other evidence before it, the 
Executive Council on March 29, 1957, found there was sufficient reason 
to believe the International Brotherhood of Teamsters might be domi- 
nated, controlled, or substantially influenced by corrupt influences and 
directed the Ethical Practices Committee to conduct an investigation 
into the situation. This investigation began, after due notice to the 
International Brotherhood of Teamsters, with a hearing, on May 6, 1957. 

At about the same time, serious charges of corruption were made 
within the Bakery and Confectionery Workers International Union. In 
response to a request by President Meany, the Committee proceeded to 
undertake a preliminary inquiry into the matter. On the basis of this 
preliminary investigation, the Committee found, upon the material avail- 
able to it and upon preliminary hearings which it had conducted, there 
seemed sufficient evidence to require a formal investigation, and so 
reported to the Executive Council, which thereupon authorized a formal 
investigation. 


Findings in First Three Cases 


At the meeting of the Executive Council starting May 20, 1957, the 
Council received reports from the Committee as to compliance with its 
earlier directives to the Allied Industrial Workers, the Laundry Workers, 
and the Distillery Workers. 

With respect to these three unions, the Council found, on May 23, 
1957, that the Laundry Workers International Union had made no sub- 
stantial efforts to comply with the clean-up directives of the Council. 
It therefore ordered the Laundry Workers suspended from the AFL-CIO 
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With respect to the Allied Industrial Workers of America and the 
Distillery Workers, the Council found that these unions had made some, 
but still insufficient, progress to meet the standards of the AFL-CIO 
Constitution. Accordingly, the Council directed that these two unions 
should be suspended unless they agreed to be placed on a probationary 
status in the AFL-CIO for a period of one year. 

It further directed that the President of the AFL-CIO should appoint 
a Special Representative to inspect the operations of the organizations 
and to report to the Executive Council on such further actions the two 
unions might take to insure full compliance with the Council directives 
for elimination of corrupt influences. The two unions agreed to this 
arrangement and President Meany appointed his assistant, Peter M. 
McGavin, as monitor in each case. 


Removal of Vice-President Beck 


On May 20, 1957, President Meany announced that the Executive 
Council officially found Vice-President Dave Beck, who was President 
of the International Brotherhood of Teamsters, had been guilty of “gross 
misuse of union funds entrusted to his care.” 

Mr. Beck was charged by the Executive Council with violations of the 
Constitution and the rules, regulations and codes adopted thereunder. 
These charges had been sent to Mr. Beck on March 29 and he had been 
invited to a hearing on these charges on May 20, 1957. 

President Meany’s statement of May 20 noted that a full record of 
the charges had been presented to Vice-President Beck and “he does not 
choose to answer.” 

The President’s statement of May 20 announced that the Executive 
Council had found Dave Beck “guilty as charged” and removed him as 
a vice-president of the AFL-CIO and a member of the Executive Council. 
(See also Section under Changes of Officers, earlier in this Report.) 


Adoption of Codes V and Vi 


At the same meeting, in May 1957, the Council approved two addi- 
tional Ethical Pratices Codes. These were Ethical Practices Code V, 
dealing with the financial practices and proprietary activities of unions 
and setting forth certain minimum accounting and financial controls 
which had been drafted by a special committee of international union 
secretary-treasurers; and Ethical Practices Code VI, dealing with union 
democratic processes. 


United Textile Workers 


In the summer of 1957, as a result of further disclosures by the 
McClellan Committee concerning officials of the United Textile Workers, 
President Meany requested the Ethical Practices Committee, and the 
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Committee determined, to conduct a formal investigation into this 
matter. 

At the August 12, 1957 meeting of the Council, the Ethical Practices 
Committee submitted interim reports with respect to the formal investi- 
gations of the Bakery and Confectionery Workers Union and the Inter- 
national Brotherhood of Teamsters; and it also reported that on the 
basis of its preliminary investigation, it had determined to conduct a 
formal investigation with respect to the United Textile Workers of 
America. The Council approved these reports and directed that the 
investigation continue. The Committee proceeded with its investigations 
and hearings in these matters. 


Waste Handlers Local 20467 


The Council at its August, 1957 meeting also approved the decision 
of President Meany regarding charges against Waste Material Handlers 
Federal Labor Union 20467 and its secretary-treasurer Paul Dorfman. 
(See also report of Auditing Dept.) 

On December 27, 1956, President Meany, in accordance with the 
powers vested in him by Article XV, Section 2, of the AFL-CIO Con- 
stitution and the rules governing directly affiliated local unions, charged 
Local 20467 and Paul Dorfman with failing to comply with the AFL- 
CIO Constitution and the rules governing directly affiliated local unions 
and with engaging in activities which were contrary to the welfare and 
best interests of the AFL-CIO. Simultaneously, President Meany sus- 
pended the officers of the Local and established a trusteeship over the 
affairs and property of Local 20467. 

Hearings were held concerning the charges before Vice President 
Joseph A. Beirne, the designated hearing officer, and full opportunity 
was afforded to all interested parties to present evidence at the hearings. 
Vice President Beirne filed an extensive report in which he found and 
recommended that the charges against the Local Union and Dorfman 
be sustained. 

President Meany approved and adopted the report of the hearing 
officer in a decision in which he stipulated: 

“1. The charges against Paul Dorfman are sustained. In 
accordance with the powers of the President of the AFL-CIO, 
under Rule 21 of the Rules Governing Directly Affiliated Lo- 
cal Unions, Paul Dorfman’s suspension from the office of Sec- 
retary-Treasurer in FLU 20467 is converted into permanent 
removal from office in said directly affiliated local union and 
Paul Dorfman is expelled from membership in the Lcoal. 

“2. The charges against FLU 20467 are sustained. The 
trusteeship established by the undersigned as President of 
the AFL-CIO under the Rules Governing Directly Affiliated 
Local Unions over the affairs and property of this Local, 
is continued in effect until such time as the undersigned 
President of the AFL-CIO shall determine that FLU No. 
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20467 is capable of conducting its affairs in conformance 
with the AFL-CIO Constitution, the Rules Governing Di- 
rectly Affiliated Local Unions and the policies of the AFL- 
cio. 

“3. The suspension of the officers of FLU 20467 is con- 
tinued, and the designation of all of the former incumbent 
officers, except Paul Dorfman, to serve as temporary officers 
under the supervision of the trustee is also continued.” 

An appeal was taken by Dorfman and the Local to the Executive 
Council from President Meany’s decision. As above stated, the Execu- 
tive Council sustained the decision. 

The trusteeship of the Local will be continued in effect until such 
time as the President of the AFL-CIO shall determine that Local 20467 
is capable of conducting its affairs in conformance with the AFL-CIO 
Constitution, the rules governing directly affiliated local unions and the 
policies of the AFL-CIO. 


Reports on Teamsters, Bakers 
and United Textile Workers 


On September 24 and 25, 1957, the Council received the final reports 
of the Ethical Practices Committee with respect to the International 
Brotherhood of Teamsters, the Bakery and Confectionery Workers 
Uion, and the United Textile Workers Union of America. After full 
consideration, the Council found that each of these unions “is dominated, 
controlled or substantially influenced in the conduct of its affairs by 
corrupt influences, in violation of the Constitution of the AFL-CIO.” 


The Council directed each of these unions to correct the abuses, 
eliminate corrupt influences, and to remove and bar from office those 
responsible, and to report to a special meeting of the Executive Council 
on October 24 and 25, 1957, the steps taken to comply with the foregoing 
directives. 

At the meeting which the Council held on October 24 and 25, 1957, 
the Council took final action in the matter of each of these three unions. 

With respect to the International Brotherhood of Teamsters, the 
Council noted (1) that the report of the Ethical Practices Committee 
had been read to the Teamsters Convention held a few weeks earlier, 
but had ordered it expunged from its minutes; (2) that a motion from 
the floor of the Convention that the union undertake its own investiga- 
tion of the matters referred to in the findings of the Ethical Practices 
Committee was rejected; (3) that no investigation and no proceedings 
were begun by the international union with respect to officers who were 
found by the Ethical Practices Committee to have engaged in corrupt 
practices; and (4) that some such officials where not only retained in 
office but were promoted. 

The Council found that these actions by the Teamsters Union con- 
stituted defiance of, not compliance with, the directives of the Execu- 
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tive Council and the provisions of the AFL-CIO Constitution. There 
was, the Council found, not only a lack of affirmative action to eliminate 
corrupt influences but rather an affirmative rejection of the “basic 
principle” set forth in Article VIII, Section 7, of the AFL-CIO Constitu- 
tion, “that the AFL-CIO must be and remain free from any and all 
corrupt influences.” 


Teamsters Suspended 


On the basis of this finding, the Council directed that the Interna- 
tional Brotherhood of Teamsters, Chauffeurs, Warehousemen and Help- 
ers of America should stand forthwith suspended from the AFL-CIO. 

However, the Council provided that the suspension would be lifted if 
and when the International Brotherhood of Teamsters would agree: 

“(a) To remove and bar from office in the International 
Union those named by this Executive Council in its Septem- 
ber 25th report as being responsible for the abuses referred 
to in that report. 

“(b) That a Special Committee appointed by the Execu- 
tive Council, and assisted by such representative or repre- 
sentatives as may be appointed by the President, shall be 
given authority to direct such actions as the Committee 
deems appropriate to correct the abuses set forth in the 
report of the Ethical Practices Committee, to eliminate all 
other corrupt influences from the International Brotherhood 
and to insure compliance with AFL-CIO Constitution, the 
Codes of Ethical Practices adopted by the Executive Council, 
and the directives of the Executive Council in this matter.” 


The Council further stipulated that: 

“In the event of the International Brotherhood of Team- 
sters fails promptly to consent to the conditions set forth 
above, the Executive Council will recommend to the forth- 
coming convention of the AFL-CIO that the International 
Brotherhood of Teamsters be expelled from the AFL-CIO.” 


Finally, the Council said: 

“We exceedingly regret the necessity for this action. We 
acutely recognize that it is no light matter to suspend from 
affiliation America’s largest trade union. However, we are 
sworn to uphold the AFL-CIO Constitution. The Constitu- 
tion requires and the 1,400,000 members of the Teamsters 
Union are entitled to have a clean union. 

“This action of the Executive Council puts the ultimate 
fate of the Teamsters Union squarely in the hands of the 
leadership of that Union. The suspension can be lifted at 
any time that the Union complies with the Council’s directive 
to eliminate corrupt influences from positions of leadership.” 
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Directive to Bakery Union 


With respect to the Bakery and Confectionery Workers International 
Union, the Council was not satisfied that the actions taken by the union 
constituted full compliance and a satisfactory cleaning of the union’s 
house. The Council gave the Bakery and Confectionery Workers Union 
until November 15, 1957, in which to agree: 

“(a) By appropriate action of its Executive Board 
promptly to restore the status quo by reinstating Curtis 
Sims to the office of Secretary-Treasurer of the Union so 
that his case can be passed on if and when he runs for office 
in the special convention hereinafter directed. 

“(b) Convene a special convention of the union within 
ninety (90) days at which all international officers shall 
stand for election, provided that those named in the Septem- 
ber 25th directive of the Execytive Council and the Report 
of the Ethical Practices Committee as being responsible for 
the abuses referred to in that report shall be ineligible to 
run and shall be barred from office in the international 
union. The Special Convention shall take such further actions 
as may be appropriate to correct the abuses set forth in the 
report of the Ethical Practices Committee to eliminate all 
other corrupt influences from the Bakery and Confectionery 
Workers’ International Union of America and to ensure 
compliance by the International Union with the AFL-CIO 
Constitution. The Codes of Ethical Practices adopted by the 
Executive Council and the directives of the Executive Coun- 
cil in this matter.” 

The Council further directed that in the event the Bakery and Con- 
fectionery Workers International Union failed to agree to and fully to 
comply with its directives, the union would stand suspended from the 
AFL-CIO. 


Directive to United Textile Workers 


With respect to the United Textile Workers of America, the Council 
found that actions taken by the union were insufficient to constitute full 
compliance and to clean house. The Council directed that the United 
Textile Workers of America would stand suspended as of November 15, 
1957, unless it would agree: 

“(a) To remove and bar from office in the International 
Union those named by the Executive Council in its Septem- 
ber 24 report as being responsible for the abuses referred to 
in that report; 

“(b) That a special representative appointed by the Presi- 
dent shall be given authority to direct such further actions, 
including the calling of a special convention, the cancellation 
of the financial arrangement calling for the payment of 
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$104,000 to former Secretary-Treasurer Klenert and such 

other actions and steps as may be appropriate to correct the 

abuses set forth in the report of the Ethical Practices Com- 

mittee to eliminate all other corrupt influences from the 

United Textile Workers of America and to ensure compliance 

by the International Union with the AFL-CIO Constitution, 

the Codes of Ethical Practices adopted by the Executive 

Council, and the directives of the Executive in this matter.” 

The Council further directed that in the event the United Textile 

Workers of America failed to agree to these conditions, the Executive 

Council would recommend that the United Textile Workers be expelled 
from the AFL-CIO. 


AIW Probation Lifted 


At the October 24 meeting, also, a report was received by the Coun- 
cil concerning the actions taken by the Allied Industrial Workers Union 
during its period of probation. The Council found, on the basis of this 
report, that the Allied Industrial Workers had taken appropriate actions 
to rid itself of corruption and to prevent its recurrence. Accordingly, 
the Council by a resolution removed the probationary status of the 
Allied Industrial Workers Union and terminated its proceedings with 
respect to that union. 


Suspension of Bakery Workers 


On November 15, 1957, President Meany issued the following state- 
ment: 

“On October 25, 1957, the Executive Council of the AFL-CIO directed 
the Bakery and Confectionery Workers’ International Union of America 
to take specific actions by November 15 to eliminate corrupt influences 
from the Union. 

“Yesterday the Executive Board of the Bakery and Confectionery 
Workers’ International Union announced its decision. That decision con- 
stitutes failure and refusal to comply with the Executive Council’s 
decision. 

“Therefore, in accordance with the action of the AFL-CIO Executive 
Council, the Bakery and Confectionery Workers International Union 
stands suspended from the AFL-CIO.” 


Summary of Activity 


In summary, the Executive Council during the period since the 1955 
convention has directed that investigations be undertaken by the Ethical 
Practices Committee of the AFL-CIO into charges of corruption with 
respect to six national or international unions. Four of these investiga- 
tions—those involving the Allied Industrial Workers, the Distillery 
Workers, the Laundry Workers, and the Bakery and Confectionery 
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Workers—were initiated by the Council, prior to any hearings or dis- 
closures by the McClellan Committee. Two of the investigations, those 
involving the United Textile Workers and the International Brotherhood 
of Teamsters, were initiated following disclosures by the McClellan 
Committee. 

In the matter, the union involved was given a full opportunity to 
present all evidence which it believed appropriate to the charges. In 
every matter but one, that involving the International Brotherhood of 
Teamsters, the union involved responded to this opportunity by present- 
ing evidence and by seeking to explain the actions under investigation. 
In the case of the Teamsters alone, the union did not take full ad- 
vantage of this opportunity, but instead took the position that the 
Council and the Ethical Practices Committee had no authority in these 
matters and that appropriate action, if any was required, was the sole 
concern of the union. 

In each situation the union involved was given the opportunity, after 
the Ethical Practices Committee had completed its investigation and 
report, to respond to the report and to present its side of the matter 
directly to the Executive Council. Again, with respect to each union 
except the Teamsters, the union fully availed itself of this opportunity, 
and did seek to explain or justify its actions before the Executive 
Council. 


Each Union Given Time To Act 


It is important to note that the Council, even after it had approved 
the report of the Ethical Practices Committee and found that there 
were corrupt influences in the unions concerned, did not summarily 
suspend those unions. Each union was given an opportunity to take 
affirmative action to clean its own house. 

Of the six unions, one—the Allied Industrial Workers of America— 
accepted in full the recommendations of the Executive Council and took 
affirmative action to completely eliminate the corrupt influences which 
the Council had found. The Allied Industrial Workers Union is today 
an affiliate in good standing of the AFL-CIO, and all proceedings with 
respect to that union have now been terminated. 

One other union, the Distillery, Rectifying and Wine Workers Inter- 
national Union accepted probationary status in the AFL-CIO, which 
continues as of this date. 

Two unions, the Laundry Workers International Union and the Inter- 
national Brotherhood of Teamsters—after being given the opportunity 
to clean up—have refused to take appropriate and sufficient action to 
correct the abuses found by the Ethical Practices Committee and the 
Executive Council, or to eliminate from positions of influence and power 
in the union the persons who were found to constitute corrupt influences. 
These two unions stand suspended from the AFL-CIO. 

As of November 15, the United Textile Workers have taken certain 
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steps towards compliance with the Executive Council’s directive of 
October 25 and President Meany has appointed a special representative 
to bring about further implementation of the Executive Council’s direc- 
tive for complete elimination of corruption in this union. 

In the case of the Bakery and Confectionery Workers, this union has 
failed and refused to comply with the Executive Council’s directive of 
October 25 and, in accordance therewith, stands suspended as of 
November 15. 


Codes Not Retroactively Applied 


In its proceedings with respect to affiliated unions, the Council has 
not attempted to apply the Codes of Ethical Practices in a retroactive 
manner or, in fact, to apply any principles in a retroactive manner. The 
question before the Council in each case has been whether the particular 
international union before it is presently “dominated, controlled, or sub- 
stantially influenced in the conduct of its affairs by any corrupt in- 
fluence,” in violation of the Constitution of the AFL-CIO. 

In determining whether a union is presently substantially influenced 
by corrupt influences, the Council has, basically, two questions before it. 

1. The first of these is whether there are in the international union 
persons in position of leadership and ‘responsibility who constitute cor- 
rupt influences. 

In order to determine this, the Council has necessarily been required 
to look at the past actions of these individuals in their relationship to 
the union, in order to determine whether they are persons who presently 
constitute corrupt influences. This does not involve any retroactive or 
ex post facto application of trade union law. It involves a present judg- 
ment as to the character of persons who constitute a union’s leadership. 
That judgment must, of course, be based upon past events. But the 
judgment is not that corruption has existed in the past but that there 
are presently corrupt influences in the union. 

2. The second basic question to which the Council has had to address 
itself is whether the union involved is prepared to undertake appropriate 
action to eliminate persons from its leadership who constitute corrupt 
influences and to discontinue practices which have made it possible for 
corruption to occur. 

Here again, the question is not as to the existence of corruption or 
corrupt influences in the past. The question is whether the union is 
today willing to investigate the existence of corrupt influences and to 
take appropriate action to eliminate them. 


Concerned About Present Facts 


In no case has the Council taken the position that corruption or 
malfeasance which has occurred in the past constitutes itself a violation 
of the constitutional provisions of the AFL-CIO which were adopted in 
December 1955. To the contrary, the Council has consistently taken the 
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position that the only question before it is whether, subsequent to De- 
cember 1955, the union involved has been substantially influenced by 
corrupt influences, and whether, if it has been so influenced, it will 
voluntarily undertake the measures necessary to eliminate such in- 
fluences. 

In so doing, the Council has sought not to punish for past offenses, 
for that is not the Council’s function. It has endeavored only to imple- 
ment the commitment which each union affiliated with the AFL-CIO 
undertook in December 1955 when the merger convention by unanimous 
vote called upon all affiliated unions “to take whatever steps are neces- 
sary within their own organizations to effect the policies and ethical 
standards set forth in the Constitution of the AFL-CIO.” 

No union which has, since December 1955, conscientiously attempted 
to comply with the constitutional provisions of the AFL-CIO and the 
resolution of the 1955 convention has been investigated or given direc- 
tives by the Executive Council. Even those unions found by the Council 
to have failed to live up to their commitment to eliminate corrupt in- 
fluences have been given full opportunity to take appropriate steps 
before final disciplinary action was taken by the Council. 

The claim that the Council, in discharging its duties under the Con- 
stitution, has applied the principles of the Constitution or of the Codes 
of Ethical Practices in a retroactive or ex post facto manner is totally 
without foundation. 

The Executive Council is sworn to uphold the Constitution of the 
AFL-CIO. The Constitution requires, and our fifteen million members 
are entitled to have, clean unions. All of the Council’s actions in this 
end are devoted to this constitutional purpose. 


Reports of Ethical Practices Committee 
and Directives of the Executive Council 


The reports of the Ethical Practices Committee in the six matters 
investigated by the Committee, the directives of the Executive Council 
relating thereto, the reports of hearing officer Joseph A. Beirne in the 
cases of the two Federal Locals under charges, and the decisions of 
President Meany in these matters are printed in full text in a special 
supplement to this report. 


Codes of Ethical Practices 


As already reported, during the period since the founding convention 
of the AFL-CIO, the Executive Council directed the Ethical Practices 
Committee to “develop a set of principles and guides for adoption by the 
AFL-CIO in order to implement the constitutional determination that 
the AFL-CIO shall be and remain free from all corrupt influences.” 
The Committee has developed six Codes of Ethical Practices in accord- 
ance with this directive. These were submitted to the Executive Council 
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and adopted. The texts are printed in full at the end of this section of 
the Report. 

The Codes are not intended to be all-inclusive. Certain practices are 
so obviously incompatible with free and honest trade unionism that it is 
unnecessary to prescribe them in an ethical practices code. There is no 
code, for example, which provides that union officers should not steal 
money from their union treasury. This is so plainly an elementary 
requirement of honest trade unionism that it does not require statement 
in a code of ethical practices. 

The fact that a specific action is not forbidden by the Ethical Prac- 
tices Codes does not establish that it is consistent with honest trade 
unionism. The codes are intended to be illustrative rather than all- 
inclusive in their scope. 

In the specific areas covered by the codes, however, compliance with 
their terms is, the Council believes, a minimum requirement for the 
conduct of honest and clean unionism. The Council therefore recom- 
mends that by appropriate resolution the convention confirm the Codes 
of Ethical Practices and direct their enforcement as a minimum set of 
standards for conduct by affiliated unions. 


Committee's Authority 


At its meeting in June, 1956, the Executive Council adopted the 
following resolution: 

WuereAs, Article II, Section 10 and Article VIII, Section 7, of the 
AFL-CIO Constitution provide that it is a basic principle of this Feder- 
ation that it must be and remain free from any and all corrupt 
influences; and 

Wuereas, Article VIII, Section 7, authorizes the Executive Council, 
upon the request of the President or any other member of the Executive 
Council, “to conduct an investigation directly or through an appropriate 
standing committee or special committee appointed by the President, 
of any situation in which there is reason to believe that any affiliate is 
dominated, controlled or substantially influenced in the conduct of its 
affairs by any corrupt influence .. .”; and 

Wuereas, Article XIII, Section 1(d) provides for a Committee on 
Ethical Practices which shall be vested with the duty and responsibility 
to assist the Executive Council in carrying out the above constitutional 
principles, and such committee has been appointed by the President with 
the approval of the Executive Council; now, therefore, be it 

RESOLVED by the Executive Council of the American Federation 
of Labor and Congress of Industrial Organizations: 

1. That the Committee on Ethical Practices is vested with the author- 
ity of the Council to conduct formal investigations, including a hearing 
if requested, on behalf of the Council, into any situation in which there 
is reason to believe an affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence and in 
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which such formal investigation is requested by the President or any 
member of the Executive Council. The Committee shall report to the 
Executive Council the results of any such investigation with such rec- 
ommendations to the Council as the Committee deems appropriate. 

2. The Committee is authorized, upon its own motion or upon the 
request of the President, to make such preliminary inquiries as it 
deems appropriate in order to ascertain whether any situations exist 
which require formal investigation. The Committee will report to the 
Executive Council as to any situations in which it believes that formal 
investigation is required or desirable and shall undertake such formal 
investigation as provided in paragraph one of this resolution. 

8. The Committee is directed to develop a set of principles and 
guides for adoption by the AFL-CIO in order to implement the consti- 
tutional determination that the AFL-CIO shall be and remain free from 
all corrupt influences. Upon the development of such recommended 
guides and principles, they shall be submitted by the Committee to the 
Executive Council for appropriate action. 


In accordance with this directive the Committee on Ethical Practices 
proceeded to draft a set of codes. The first code was approved by the 
Executive Council at its meeting August 29, 1956. It follows: 


Ethical Practices Code 1 
(Paper Locals) 


The AFL-CIO, as one of its specific objectives, has a constitutional 
mandate “to protect the labor movement from any and all corrupt 
influences .. .” , 

The Committee on Ethical Practices has been vested by the AFL-CIO 
constitution with the “duty and responsibility” to assist the Executive 
Council in its determination to keep the AFL-CIO “free from any taint 
or corruption .. .” 

As the Statement on Ethical Practices adopted unanimously by our 
First Constitutional Convention pointed out, “The vast majority of 
labor union officials accept their responsibility and trust. ... Yet the 
reputations of the vast majority are imperiled by the dishonest, corrupt, 
unethical practices of the few who betray their trust and who look 
upon the trade union movement not as a brotherhood to serve the general 
welfare, but as a means to advance their own selfish purposes. . . .” 

The statement of our constitutional convention specifically called 
upon our affiiated national and international unions “to take whatever 
steps are necessary within their own organizations to effect the policies 
and ethical standards set forth in the constitution of the AFL-CIO.” 
The same resolution pledged the “full support, good offices and staff 
facilities” of the Ethical Practices Committee to our affiliated national 
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McClellan Committee hearings made headlines as it uncovered corruption 
by some few union officials. 


and international unions in “their efforts to carry out and put into 
practice the constitutional mandate” to keep our organization free of 
corruption. 

At its June, 1956, meeting the Executive Council directed the Com- 
mittee on Ethical Practices “to develop a set of principles and guides 
for adoption by the AFL-CIO in order to implement the constitutional 
determination that the AFL-CIO shall be and remain free from all 
corrupt influences” and directed that such recommended guides and 
principles be submitted to the Council. 

In accordance with these constitutional responsibilities and mandates, 
the Committee on Ethical Practices, in the period since its formal 
creation, undertook an analysis of the issuance of local union charters 
as it relates to the problem of corruption. The code recommended in 
this report is the first in a series which the Committee plans to develop 
in accordance with the Executive Council’s direction. 

The Committee found that in this area, as in the field of union wel- 
fare funds, the instances of corruption are relatively rare. The vast 
majority of local union charters are issued by the affiliated national 
and international unions of the AFL-CIO for legitimate trade union 
purposes and without any taint or possibility of corruption. In a few 
instances, however, local union charters have fallen in the hands of 
corrupt individuals who have used these charters for their own illicit 
purposes instead of legitimate trade union objectives. 

The possession of charters covering “paper locals” has enabled such 
racketeers to victimize individual workers, employers and the general 
public, while giving a black eye to the labor movement. They have used 
these charters to enter into conspiracies with corrupt employers to 
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prevent, for a price, the genuine organization of workers into legitimate 
unions, thus depriving these workers of the benefit of honest collective 
bargaining agreements. These racketeers also use a charter as a basis 
to falsely invoke the collective strength of the trade union movement 
for their illegitimate ends, thus demeaning the trade union’s historic 
respect for the legitimate picket line, and injuring honest businessmen 
in the conduct of their affairs. A local union charter, improperly issued, 
can be used to control a local union unit vote, which negates the legiti- 
mate unit vote of bona fide local unions and thus subverts the demo- 
cratic process within the trade union movement at various levels. A 
racketeer treats a charter as a “hunting license” to invade the jurisdic- 
tions of other national or international unions, in the interests only of 
corruption and dishonest gain, and to cloak with a respectable name a 
whole range of nefarious and corrupt activities. 


Such corrupt practices are not widespread. But even the few 
instances in which local union charters have been corruptly used are 
too many. The name of the AFL-CIO, and of the national and inter- 
national unions affiliated with it, must always be a hallmark of ethical 
trade union practices. 

Scrupulous adherence, the Committee believes, to certain traditional 
practices and principles of the trade union movement with reference to 
the issuance of local union charters will serve to prevent and to eliminate 
the specific evils in this area. 

The basic principle with reference to the issuance of a local union 
charter is that the charter is, in all unions, a solemn instrument estab- 
lishing a subordinate or affiliated body of the international union, 
composed of organized workers in a particular subdivision of the union. 
The Committee has made a study of the practices and constitutions of 
a greater number of national and international unions with respect to 
the issuance of local union charters. In the vast majority of cases, 
the Committee found, there is a constitutional prohibition against the 
issuance of charters in the absence of application by a minimum number 
of bona fide employees, eligible for membership in the union, within 
the jurisdiction covered by the charter. 


The specific rules governing the issuance of charters necessarily 
vary greatly from union to union. And each national and international 
union, as part of its autonomous right, has complete authority to pre- 
scribe the particular procedures governing the issuance of local union 
charters. But whatever the particular procedures, each autonomous 
union has the duty to see to it that the purpose of issuing local union 
charters is to promote the general welfare of workers. The constitution 
of the AFL-CIO makes it clear that no affiliate has an autonomous right 
to permit corrupt or unethical practices which endanger the good name 
of the trade union movement. 


The Committee believes that implementation and enforcement of the 
basic principle that local union charters are to be issued only to give 
recognition to workers joining together in a subordinate or affiliated 
body of a national or international union, which is in fact expressed in 
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the vast majority of union constitutions, will provide an effective method 
of preventing the kind of evils described in this statement. 

Therefore, the Ethical Practices Committee, under the authority 
vested in it by the constitution of the AFL-CIO and pursuant to the 
mandate of the first constitutional convention of the AFL-CIO, rec- 
ommends that the Executive Council of the AFL-CIO adopt the follow- 
ing policies to safeguard the good name of the AFL-CIO and its affili- 
ated unions and to prevent any taint or possibility of corruption in the 
issuance of local union charters: 

1. A local union charter, whether issued by the AFL-CIO or by an 
national or international union affiliated with the AFL-CIO, should 
be a solemn instrument establishing a subordinate or affiliated body. 
To assure this, the AFL-CIO and each national and international union, 
by constitution or administrative regulation, should require, for issuance 
of a local union charter, application by a group of bona fide employees, 
eligible for membership in the union, within the jurisdiction covered by 
the charter. 

2. The purpose of issuing such charters should be to promote the 
general welfare of workers and to give recognition to their joining 
together in a subordinate or affiliated body. 

3. A charter should never be issued to any person or persons who 
seek to use it as a “hunting license” for the improper invasion of the 
jurisdictions of other affiliated unions. 

4. A charter should never be issued or permitted to continue in 
effect for a “paper local” not existing or functioning as a genuine local 
union of employees. 

5. A charter should never be issued to persons who are known to 
traffic in local union charters for illicit or improper purposes. 

6. The provision of the AFL-CIO constitution prohibiting the AFL- 
CIO and any affiliated national or international union from recognizing 
any subordinate organization that has been suspended or expelled by the 
AFL-CIO or any national or international union plainly includes and 
prohibits the issuance of a local union charter by the AFL-CIO or any 
affiliated national or international union to any group of individuals or 
any individuals suspended or expelled from the AFL-CIO or any affili- 
ated national or international union for corruption or unethical practices. 

7. The AFL-CIO and each national and international union shall 
take prompt action to eliminate any loop-holes through which local union 
charters have been or can be issued or permitted to continue in effect 
contrary to these policies. 

8. The AFL-CIO and each national and international union shall 
take prompt action to insure the forthwith withdrawal of local union 
charters which have been issued and are now outstanding in violation 
of these policies. 
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At its meeting January 31, 1957, the Executive Council adopted the 
following: 


Ethical Practices Code 2 


(Health and Welfare Funds) 


At its June, 1956, meeting the Executive Council directed the Com- 
mittee on Ethical Practices “to develop a set of principles and guides 
for adoption by the AFL-CIO in order to implement the constitutional 
determination that the AFL-CIO shall be and remain free from all 
corrupt influences” and directed that such recommended guides and 
principles be submitted to the Council. In accordance with this direction, 
and its constitutional responsibilities, the Committee on Ethical Prac- 
tices submitted to the Executive Council at its August, 1956, meeting 
the first of a proposed series of recommended codes. This code covering 
the issuance of local union charters was unanimously adopted by the 
Council. 

This report, and the recommended code contained in it, is the second 
in the series which the Committee, in accordance with the Council’s 
direction, is developing to implement the constitutional mandate that 
the AFL-CIO shall be and remain free from any and all corrupt influ- 
ences and the determination of the first Constitutional Convention of 
the AFL-CIO that the reputations of the vast majority of labor union 
officials, wh6 accept their responsibilities and trust, are “imperiled by 
the dishonest, corrupt, unethical practices of the few who betray their 
trust and who look upon the tradé union movement not as a brother- 
hood to serve the general welfare, but as a means to advance their own 
selfish purposes. .. .” 

Both the American Federation of Labor and the Congress of Indus- 
trial Organizations prior to the merger of these two organizations into 
the AFL-CIO gave thorough consideration to the subject of Health and 
Welfare Funds. This subject was also considered by and dealt with by 
the First Constitutional Convention of the AFL-CIO and a resolution 
dealing with this subject matter was adopted by that convention. 

As stated in the resolution adopted by the First Constitutional 
Convention of the AFL-CIO, the task of administering and operating 
health and welfare programs which have been developed through col- 
lective bargaining has placed heavy new responsibilities upon the 
shoulders of trade union officials. The funds involved are paid for 
through the labor of the workers covered by the plans. They must be 
administered, therefore, as a high trust for the benefit only of those 
workers. 

Most trade union officials have been faithful to the high trust which 
has been imposed upon them because of the development of health and 
welfare funds. The malfeasances of a few, however, have served to 
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bring into disrepute not only the officials of the particular unions 
involved, but also the good name of the entire American labor move- 
ment. For this reason, it is imperative that the AFL-CIO and each 
of the national and international unions affiliated with it rigorously 
adhere to the highest ethical standards in dealing with the subject of 
health and welfare funds. 

For these reasons, the Ethical Practices Committee, under the 
authority vested in it by the Constitution of the AFL-CIO and pursuant 
to the mandate of the First Constitutional Convention of the AFL-CIO, 
recommends that the Executive Council of the AFL-CIO adopt the 
following policies to safeguard the good name of the AFL-CIO and its 
affiliated unions: 

1. No union official who already receives full-time pay from his 
union shall receive fees or salaries of any kind from a fund established 
for the provision of a health, welfare or retirement program. Where a 
salaried union official serves as employee representative or trustee in 
the administration of such programs, such service should be regarded 
as one of the functions expected to be performed by him in the normal 
course of his duties and not as an extra function requiring further 
compensation from the welfare fund. 

2. No union official, employee or other person acting as agent or 
representative of a union, who exercises responsibilities or influence in 
the administration of welfare programs or the placement of insurance 
contracts, should have any compromising personal ties, direct or indirect, 
with outside agencies such as insurance carries, brokers, or consultants 
doing business with the welfare plan. Such ties cannot be reconciled 
with the duty of a union official to be guided solely by the best interests 
of the membership in any transactions with such agencies. Any union 
official found to have such ties to his own personal advantage or to 
have accepted fees, inducements, benefits or favors of any kind from 
any such outside agency, should be removed. This principle, of course, 
does not prevent the existence of a relationship between a union officer 
or employee and an outside agency where 

(a) no substantial personal advantage is derived from the relation- 

ship and 

(b) the outside agency is one in the management of which the union 

participates, as a union, for the benefit of its members. 

8. Complete records of the financial operations of all welfare funds 
and programs should be maintained in accordance with the best account- 
ing practice. Each such fund should be audited regularly by internal 
auditors. In addition, each such fund should be audited at least once each 
year, and preferably semi-annually, by certified public or other inde- 
pendent accountants of unquestioned professional integrity, who should 
certify that the audits fully and comprehensively show the financial 
condition of the fund and the results of the operation of the fund. 

4. All audit reports should be available to the membership of the 
union and the affected employees. 

5. The trustees or administrators of welfare funds should make a 
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full disclosure and report to the beneficiaries at least once each year. 
Such reports should set forth, in detail, the receipts and expenses of 
the fund; all salaries and fees paid by the found, with a statement of 
the persons to whom paid; the amount paid and the service or purpose 
for which paid; a breakdown of insurance premium paid, if a com- 
mercial insurance carrier is involved, showing, insofar as possible, the 
premiums paid, dividends, commissions, claims paid, retentions and 
service charges; a statement of the person to whom any commissions 
or fees of any kind were paid; a financial statement on the part of the 
insuring or service agency, if an agency other than a commercial insur- 
ance carrier is employed; and a detailed account of the manner in which 
the reserves held by the fund are invested. 

6. Where health and welfare benefits are provided through the use 
of a commercial insurance carrier, the carrier should be selected through 
competitive bids solicited from a substantial number of reliable com- 
panies, on the basis of the lowest net cost for the given benefits sub- 
mitted by a responsible carrier, taking into consideration such factors 
as comparative retention rates, financial responsibility facilities for 
and promptness in servicing claims, and the past record of the carrier, 
including its record in dealing with trade unions representing its 
employees. 

The trustees of the fund should be required to include in reporting 
to the membership the specific reasons for the selection of the carrier 
finally chosen. The carrier should be required to warrant that no fee 
or other remuneration of any kind has been paid directly or indirectly 
to any representative of the parties in connection with the business of 
the fund. 

7. Where a union or union trustees participate in the administration 
of the investment of welfare fund reserves, the union or its trustees 
should make every effort to prohibit the investment of welfare fund 
reserves in the business of any contributing employer, insurance carrier 
or agency doing business with the fund, or in any enterprise in which 
any trustee, officer or employee of the fund has a personal financial 
interest of such a nature as to be affected by the fund’s investment or 
disinvestment. 

(This is not to be construed as preventing investment in an enter- 
prise in which a union official is engaged by virtue of his office, pro- 
vided (i) no substantial personal advantage is derived from the relation- 
ship, and (ii) the concern or enterprise is one in the management of 
which the union participates for the benefit of its members.) 

8. Where any trustee, agent, fiduciary or employee of a health or 
welfare program is found to have received an unethical payment, the 
union should insist upon his removal and should take appropriate legal 
steps against both the party receiving and the party making the pay- 
ment. Where health and welfare funds are negotiated or administered 
by local unions or by other organizations subordinate to or affiliated 
with a national or international union, provision should be made to give 
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the national or international union the authority to audit such funds 
and to apply remedies where there is evidence of a violation of ethical 
standards. 

9. Every welfare program should provide redress against the arbi- 
trary or unjust denial of claims so as to afford the individual member 
prompt and effective relief where he claim for benefits has been improp- 
erly rejected. Every program should provide for the keeping of com- 
plete records of the claims experience so that a constant check can be 
maintained on the relationship between claims and premiums and 
dividends, and on the utilization of the various benefits. 

10. The duty of policing and enforcing these standards is shared 
by every union member, as well as by local, national and international 
officials. The best safeguard against abuses lies in the hands of a vigi- 
lant, informal and active membership, jealous of their rights and 
interests in the operation of health and welfare programs, as well as 
any other trade union program. As a fundamental part of any approach 
to the problem of policing health and welfare funds, affiliated unions, 
through education, publicity and discussion programs, should seek to 
develop the widest possible degree of active and informed interest in 
all phases of these programs on the part of the membership at large. 
International unions should, wherever possible, have expert advice 
available for the negotiation, establishment and administration of health 
and welfare plans, and should provide training for union representatives 
in the techniques and standards of proper administration of welfare 
plans. 

11. Where constitutional amendments or changes in internal admin- 
istrative procedure are necessary to comply with the standards herein 
set forth, such amendments and changes should be undertaken at the 
earliest practicable time. 


Also at its meeting on January 31, 1957, the Executive Council 
adopted the following: 


Ethical Practices Code 3 


(Racketeers, Crooks, Communists and Fascists] 


This is the third in a series of recommended codes which the Com- 
mittee on Ethical Practices has developed in accordance with the direc- 
tion of the Executive Council that it should “develop a set of prineiples 
and guides for adoption by the AFL-CIO in order to implement the 
constitutional determination that the AFL-CIO shall be and remain 
free from all corrupt influences.” 

Article VIII, Section 7 of the Constitution of the AFL-CIO establishes 
that “it is a basic principle of this Federation that it must be and 
remain free from any and all corrupt influences and from the under- 
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mining efforts of communist, fascist or other totalitarian agencies who 
are opposed to the basic principles of our democracy and of free and 
democratic trade unionism.” Under this constitutional provision there 
is no room within the Federation or any of its affiliated unions for any 
person in a position of leadership or responsibility who is a crook, a 
racketeer, a communist or a fascist. And it is the obligation of every 
union affiliated with the AFL-CIO to take appropriate steps to ensure 
that this principle is complied with. 

To be sure, neither the AFL-CIO nor its affiliated unions are law- 
enforcing agencies. It is not within the purview or authority of a trade 
union to convict its members of a violation of statutory law. But it is 
the duty and responsibility of each national and international union 
affiliated with the federation to see to it that it is free of all corrupt, 
communist or fascist influences. Consequently, a trade union need not 
wait upon a criminal conviction to bar from office corrupt, communist 
or fascist influences. The responsibility of each union to see to it that 
it is free of such influences is not a responsibility placed upon our 
unions by law. It is a responsibility which rests upon our unions by 
the AFL-CIO Constitution and by the moral principles that govern the 
trade union movement. Eternal vigilance in this area is the price of 
an honest democratic trade union movement. 


It is not possible, nor is it desirable, to set down rigid rules to deter- 
mine whether a particular individual in a position of responsibility or 
leadership in the trade union movement is a crook, a racketeer, a com- 
munist, or a fascist. Obviously, if a person has been convicted of a 
crime involving moral turpitude offensive to trade union morality, he 
should be barred from office or responsible position in the labor move- 
ment. Obviously also, a person commonly known to be a crook or rack- 
eteer, should not enjoy immunity to prey upon the trade union movement 
because he has somehow managed to escape conviction. In the same 
manner, the fact that a person has refrained from formally becoming a 
member of the Communist Party or a fascist organization should not 
permit him to hold or retain a position of responsibility or leadership 
in the trade union movement if, regardless of formal membership, he 
consistently supports or actively participates in the activities of the 
Communist Party or any fascist or totalitarian organization. 


In this area, as in all others, determinations must be made as a 
matter of common sense and with due regard to the rights of the labor 
unions and the individuals involved. 


On the basis of these considerations, the Ethical Practices Commit- 
tee, under the authority vested in it by the Constitution of the AFL-CIO, 
pursuant to the mandate of the First Constitutional Convention of the 
AFL-CIO, recommends that the Executive Council of the AFL-CIO 
adopt the following policies to safeguard the good name of the AFL-CIO 
and its affiliated unions: 

1. The AFL-CIO and each of its affiliated unions should undertake 
the obligation, through appropriate constitutional or administrative 
measures and orderly procedures, to insure that no persons who consti- 
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tute corrupt influences or practices or who represent or support com- 
munist, fascist or totalitarian agencies should hold office of any kind 
in such trade unions or organizations. 

2. No person should hold or retain office or appointed position in 
the AFL-CIO or any of its affiliated national or international unions or 
subordinate bodies thereof who has been convicted of any crime involving 
moral turpitude offensive to trade union morality. 

8. No person should hold or retain office or appointed position in the 
AFL-CIO or any of its affiliated national or international unions or 
subordinate bodies thereof who is commonly known to be a crook or 
racketeer preying on the labor movement and its good name for corrupt 
purposes, whether or not previously convicted for such nefarious activi- 
ties. 

4. No person should hold or retain office or appointed position in 
the AFL-CIO or any of its affiliated national or international unions 
or subordinate bodies thereof who is a member, consistent supporter or 
who actively participates in the activities of the Communist Party or 
of any fascist or other totalitarian organization which opposes the demo- 
cratic principles to which our country and the American trade union 
movement are dedicated. 

7 

The Executive Council on January 31, 1957, also adopted the 

following: 


Ethical Practices Code 4 


(Investments and Business Interests 
of Union Officials) 


This is the fourth in a series of recommended codes which the Com- 
mittee on Ethical Practices has developed in accordance with the 
direction of the Executive Council that it should “develop a set of 
principles and guides for adoption by the AFL-CIO in order to imple- 
ment the constitutional determination that the AFL-CIO shall be and 
remain free from all corrupt influences.” Prior codes have dealt with 
the issuance of local union charters; welfare funds; racketeers, crooks 
and communists. The code herein recommended deals with conflicts of 
interest in the investment and business interests of union officials. 

It is too plain for extended discussion that a basic ethical principle 
in the conduct of trade union affairs is that no responsible trade union 
official should have a personal financial interest which conflicts with 
the full performance of his fiduciary duties as a workers’ representative. 

Obviously an irreconcilable conflict of interest would be present if a 
trade union official, clothed with responsibility and discretion in conduct- 
ing the representation of workers, simultaneously maintains a sub- 
stantial interest in the profits of the employer of the workers whom he 
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is charged with representing. Even though, in a particular instance, 
there may be no actual malfeasance in the representation of the 
employees involved, the opportunity for personal gain at the expense 
of the welfare of the employees whom the union official represents 
obviously exists. 


Such a simple case, however, does not fully present the problems 
which exist, or may exist, in this area. There may be cases in which 
the conflict of interests is not so clear, but nevertheless exists. There 
are, on the other hand, forms of private investment which seem wholly 
devoid of any possibility of corruption or dereliction in trade union 
responsibility. It will be the purpose of this report to discuss some of 
the varying situations which may arise in this area and, on the basis 
of such discussion, to present a recommended code of minimum standards 
to which the Committee believes all trade union officials should adhere 
in their investment and business interests. 


The problems in this area, of course, could all be eliminated by 
adoption of the simple principle that no trade union officia] should, 
under any circumstances, use his own personal funds or property in anv 
form of business enterprise or investment. But the committee feels that 
it is both unnecessary and unwise to establish such a rigid standard 
for trade union officials; union officers and agents should not be pro- 
hibited from investing their personal funds in their own way in the 
American free enterprise system so long as they are scrupulously careful 
to avoid any actual or potential conflict of interest. The American trade 
union movement does not accept the principle that either its members or 
its leaders should own no property. Both union leaders and members 
have the right to set aside their own personal reserves for themselves 
and their families, and to invest and use those reserves in legitimate 
ways. 

But the trade union leader does have certain special responsibilities 
which he must assume and respect because he serves as a leader in the 
trade union movement. And those responsibilities, the Committee 
believes, necessarily imply certain restraints upon his right to engage 
in personal investment, even with his own funds and on his own time. 
In a sense, a trade union official holds a position comparable to that of 
a public servant. Like a public servant, he has a high fiduciary duty 
not only to serve the members of his union honestly and faithfully, but 
also to avoid personal economic interest which may conflict or appear 
to conflict with the full performance of his responsibility to those whom 
he serves. 

Like public servants, trade union leaders ought to be paid compensa- 
tion commensurate with their services. But, like public servants, trade 
union leaders must accept certain limitations upon their private activities 
which result from the nature of their services. Indeed, the nature of 
the trade union movement and the responsibilities which necessarily 
must be accepted by its leaders, make the strictest standards with 
respect to any possible conflict of interest properly applicable. 

It is plain, as already stated, that a responsible trade union official 
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should not be the owner in whole or in part of a business enterprise with 
which his union bargains collectively on behalf of its employees. The 
conflict in such a case is clear. 

It is almost equally clear, the Committee believes, that a trade union 
ofticial should not be the owner of a business enterprise which sells 
to, buys from, or in other ways deals, to any significant degrees, with the 
enterprise with which he conducts collective bargaining. Again, the 
possibility that the trade union official may be given special favors or 
contracts by the employer in return for less than discharge of his obliga- 
tions as a trade union leader, exists. 

Somewhat different considerations, however, apply to the ownership, 
through purchase on the open market or other legitimate means, of pub- 
licly traded securities. Employee ownership of stock is certainly a fairly 
common practice in American life. Often, indeed, there are special 
stock purchase plans designed to stimulate such employee investments. 

On the other hand, ownership, even of publicly traded securities, 
in sufficient amounts to influence the course of management decision 
seems to the Committee incompatible with the proper representation 
of the employees by a trade union official. 

The Committee believes, therefore, that the minimum standards of 
ethical conduct in this area should not forbid all investment by a trade 
union official in the corporate securities of companies employing the 
workers he represents. Such investment by a trade union official, how- 
ever, should always be subject to the restriction that it is not acquired 
in an illegitimate or unethical manner, that it is limited to securities 
which are publicly traded, and that his interest should never be large 
enough so as to permit him to exercise any individual influence on the 
course of corporate decision. 

There is nothing in the essential ethical principles of the trade union 
movement which should prevent a trade union official, at any level, from 
investing personal funds in the publicly traded securities of corporate 
enterprises unrelated to the industry or area in which the official has 
a particular trade union responsibility. Such securities offer a wide 
choice of investment and are, generally speaking, so far removed from 
individual stockholder control or influence that with the exceptions above 
noted, there is no reason to bar investment by trade union officials. 

The same principles apply with respect to privately owned or closely 
held businesses which are completely unrelated to the industrial area 
in which the trade union leader serves. 

On the basis of these considerations, the Ethical Practices Commit- 
tee, under the authority vested in it by the Constitution of the AFL-CIO 
and pursuant to the mandate of the First Constitutional Convention 
of the AFL-CIO, recommends that the Executive Council of the AFL- 
CIO adopt the following policies to safeguard the good name of the 
AFL-CIO and its affiliated unions: 

1. No responsible trade union official should have a personal financial 
interest which conflicts with the full performance of his fiduciary duties 
as a workers’ representative. 
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2. No responsible trade union official should own or have a sub- 
stantial business interest in any business enterprise with which his 
union bargains collectively, or in any business enterprise which is in 
competition with any other business enterprise with which his union 
bargains collectively. 

3. No responsible trade union official should own or have a sub- 
stantial business interest in a business enterprise a substantial part of 
which consists of buying from, selling to, or otherwise dealing with 
the business enterprise with which his union bargains collectively. 

4. The provisions of paragraphs 2 and 3 above do not apply in the 
case of an investment in the publicly traded securities of widely-held 
corporations which investment does not constitute a substantial enough 
holding to affect or influence the course of corporate decision. 

5. No responsible trade union official should accept “kickbacks”, 
under-the-table payments, gifts of other than nominal value, or any 
personal payment of any kind other that regular pay and benefits for 
work performed as an employee from an employer or business enter- 
prise with which his union bargains collectively. 

6. The policies herein set forth apply to: (a) all officers of the 
AFL-CIO and all officers of national and international unions affiliated 
with the AFL-CIO, (b) all elected or appointed staff representatives 
and business agents of such organizations, and (c) all officers of sub- 
ordinate bodies of such organizations who have any degree of discretion 
or responsibility in the negotiation of collective bargaining agreements 
or their administration. 

7. The principles herein set forth apply not only where investments 
are made by union officials, but also where third persons are used as 
blinds or covers to conceal the financial interests of union officials. 


At its meeting on May 22, 1957, the Executive Council adopted the 
following: 


Ethical Practices Code 5 


{Financial Practices and Proprietary Activities 
of Unions) 


This is the fifth in a series of recommended codes which the Com- 
mittee on Ethical Practices has developed in accordance with the 
direction of the Executive Council that it should “develop a set of prin- 
ciples and guides for adoption by the AFL-CIO in order to implement 
the constitutional determination that the AFL-CIO shall be and remain 
free from all corrupt influences.” On August 29, 1956, the Council 
appoved a code dealing with the issuance of local union charters; on 
January 31, 1957, the Executive Council approved codes dealing with 
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health and welfare funds, racketeering, crooks and communists, and 
investment and business interests of union officials. 

There are principles inherent in the conception of a free, honest, 
and democratic trade union movement, which, the Committee believes, 
virtually dictate the outlines of any Code of Ethical Practices dealing 
with union finances. The first of these principles hardly requires 
statement. It is simply that a labor union is an organization whose 
primary function is to improve the wages, hours and working condi- 
tions of the employees it represents, through the processes of collective 
bargaining with employers. It is not a business enterprise or an invest- 
ment company. Unions, of course, must have funds with which to 
operate and it is clearly desirable that they should maintain reserves 
to cover contingencies which may arise in the course of the performance 
of their functions as workers’ representatives. But, equally clearly, 
the accumulation of funds per se is not the objective for which the 
union exists. A union is not a profit-making institution but a demo- 
cratic organization with definite social aims and principles. Union 
funds are held in trust for the benefit of the membership. But a union, 
unlike a bank, a trustee, or other fiduciaries, is not primarily a manager 
of funds vested with the duty of enhancing their value and making 
distributions. Increasing the value of the union’s funds should never 
become an objective of such magnitude that it in any way interferes 
with or obscures the basic function of the union, which is to devote its 
resources to representing its members, honestly and faithfully. 

A second basic principle which dictates the terms of a Code of Ethical 
Practices with respect to the handling of union funds is again simple. 
It is that unions are democratic organizations. The fact that a union 
is a democratic organization plainly implies that the members of the 
union are entitled to assurance that the union’s funds, which are their 
funds, are not dissipated. They are also entitled to be reasonably 
informed as to how the funds of the organization are being used or 
invested. Finally, their delegated representatives in the union’s gov- 
erning body and conventions should have the power and responsibility to 
oversee the expenditure of the union’s monies so that the members can 
be guaranteed that funds are expended solely for the purposes for 
which the organization exists. 

A final fundamental principle, the Committee believes, is involved. 
That principle is that each national or international union affiliated 
with the AFL-CIO, in the words of the Resolution on Ethical Practices 
which was unanimously adopted by the founding Convention of the AFL- 
CIO in December 1955, “has clearly accepted the responsibility for 
keeping its own house in order and to protect the movement ‘from any 
and all corrupt influences and from the undermining efforts of com- 
munist agencies and all others who are opposed to the basic principles 
of our democracy and free and democratic unionism.’ ” 

From these three basic principles, the Committee believes that cer- 
tain conclusions necessarily follow. Since a union holds its funds for 
the benefit of its membership and to further their interests it should 
comply with standards generally applicable to fiduciaries or trustees 
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with respect to the manner in which it keeps its records and accounts 
Regular audits should be made and there should be appropriate distribu- 
tion of summaries of such audits so that the membership and the public 
are adequatcly apprised of the state of the organization’s finances. 

In this connection, a committee of secretary-treasurers of AFL-CIO 
affiliates has drawn up a suggested set of minimum accounting and 
financial controls for affiliates of the AFL-CIO. This set of controls 
represents, the Committee believes the minimum with which any affiliated 
organization should comply in order to fulfill the constitutional mandate 
that the labor movement should be kept free from any taint of cor- 
ruption. Almost all unions, the Committee believes, today comply with 
the minimum controls set forth in the recommendation of the secretary- 
treasurers. Many, indeed, have much stricter controls. The minimum 
controls suggested by the secretary-treasurers, therefore, should not be 
regarded as an optimum. Unions are to be commended and encouraged 
to establish and maintain even more stringent accounting and financial 
controls. 

In addition to accounting and financial procedures necessary to con- 
form to the controls applicable generally to well-run business organiza- 
tions and fiduciaries, the Committee believes that certain other rules 
follow from the basic principles set forth above. Because a union is a 
union, not a business organization or a trust company, the rules which 
guide its use and investment of funds are necessarily different. For 
example, investments by business organizations in other businesses from 
which they buy or sell, so that the investing business may get favored 
treatment in its sales or purchases, may be an acceptable business prac- 
tice; similar investment by a labor union in business enterprises with 
which it bargains collectively presents serious problems. Such invest- 
ment is not good practice for a union. 

The fact that the basic objective in the management of trade union 
funds is not the maximizing of profit, but to further the objectives of 
the members’ joining together in a union leads to additional conclusions. 

A business organization has one function: to make money for its 
stockholders. A fiduciary’s primary obligation is to preserve and, within 
limits defined by the necessity for safety, to augment the funds which 
the trustee is charged with holding for the benefit of the beneficiaries. 

Since these are not a union’s primary functions, a union’s investment 
policy may properly be governed by different considerations. For 
example, business institutions and corporate trustees might question 
today the propriety of investing all of their reserves in government 
bonds because of their comparatively low yield. Yet, for a trade union, 
one of whose fundamental objects is “to protect and strengthen our 
democratic institutions,” such an investment policy is to be commended. 
Similarly, since another object of a trade union is to aid and assist 
other unions and “to promote the organization of the unorganized into 
unions of their own choosing” loans and grants for mutual aid and 
assistance are part of the proud tradition of the labor movement even 
though foreign to the business community and not justified by any 
considerations of financial gain or even security. 
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Similarly, the business community may not regard it to be a bad 
business practice for a business enterprise to buy or sell from firms in 
which the officers of the business have a financial interest. Nor may 
the business community regard it as bad practice for a business organ- 
ization to lend money, on adequate security, to members of the organ- 
ization. Because the funds of a labor union are both held in trust for 
the benefit of its members and are held to further legitimate trade union 
purposes, practices which may be acceptable in business organizations, 
the Committee believes, should be limited if not completely eliminated 
among labor organizations. 

All of these considerations lead to this ultimate conclusion. With 
respect to accounting and financial controls and the expenditure of its 
funds for proprietary (housekeeping) functions the lahor movement, 
it goes almost without saying, should follow the strictest rules applicable 
to all well-run institutions. With respect to the policies governing its 
financial and proprietary decisions, a higher obligation rests upon the 
trade union movement: to conduct its affairs and to expend and invest 
its funds, not for profit, but for the benefit of its membership and the 
great purposes for which they have joined together in the fraternity of 
the labor movement. 

On the basis of these considerations the Committee on Ethical Prac- 
tices, under the authority vested in it by the Constitution of the AFL- 
CIO and pursuant to the mandate of the First Constitutional Conven- 
tion of the AFL-CIO and of the Executive Council, recommends that 
the Executive Council of the AFL-CIO adopt the following policies to 
safeguard the good name of the AFL-CIO and its affiliated unions: 

1. The AFL-CIO and all affiliated national and international unions 
should comply with the minimum accounting and financial controls 
suggested by the committee of secretary-treasurers and approved by the 
Executive Council, which is annexed hereto. 

2. The AFL-CIO and all affiliated national and international unions 
should conduct their proprietary functions, including all contracts for 
purchase or sale or for the rendition of housekeeping services, in accord- 
ance with the practices of well-run institutions, including the securing 
of competitive bids for all major contracts. 

8. Neither the AFL-CIO nor any national or international union 
affiliated with the AFL-CIO should permit any of its funds to be loaned, 
invested, or otherwise dealt with in a manner which inures to the 
personal profit or advantage of any officer, representative or employee 
of the union. 

4. Neither the AFL-CIO nor any national or international union 
affiliated with the AFL-CIO should enter into any contracts of pur- 
chase or sale or for the rendition of services which will inure to or 
result in the personal profit or advantage, including gifts of more than 
nominal value, other than his regular salary or compensation, of any 
officer, representative or employee of the union. 

5. Neither the AFL-CIO nor any national or international union affili- 
ated with the AFL-CIO should invest in or make loans to any business 
enterprise with which it bargains collectively. 
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6. The provisions of paragraph 5 shall not be construed as prohibiting 
investment by unions in the publicly-traded securities of widely-held 
corporations which investment does not constitute a substantial enough 
holding to affect or influence the course of corporate decision; the pro- 
visions of paragraphs 3 and 4 shall not be construed as applying to the 
profit that may result from a proper investment by a union officer, repre- 
sentative or employee. Nor shall such provisions be construed as pre- 
venting investment in a business or enterprise in which an official of an 
affiliate is engaged by virtue of his office, provided (a) no substantial 
personal advantage is derived from the relationship, and (b) the busi- 
ness or enterprise is one in the management of which the affiliate partici- 
pates for the benefit of its members. The provisions of such paragraphs, 
however, shall apply wherever third persons are used as blinds or covers 
to conceal the personal profit or advantage of union officials. 

7. Neither the AFL-CIO nor any national or international union 
affiliated with the AFL-CIO should make personal loans to its officers, 
representatives, employees, or members, or members of their families, 
for the purpose of financing the private business or investment of such 
persons. 

8. Each national or international union affiliated with the AFL-CIO 
should promptly take whatever internal steps are needed to ensure that 
the standards set forth in this Code are made applicable to itself and 
each of its locals and other subordinate or affiliated bodies. Wherever 
constitutional amendments or changes in internal administrative pro- 
cedures are necessary to fully comply with those standards, such amend- 
ments and changes should be undertaken by the affiliates at the earliest 
practicable opportunity. 


As a supplement to the foregoing code, the Executive Council on 
May 22, 1957, approved the following report drafted by a Special Com- 
mittee of union secretary-treasurers. 


Minimum Accounting and Financial Controls 


A. Detailed and accurate records of accounts, in conformity with 
generally recognized and accepted principles of accounting, should be 
currently maintained by all affiliates of the AFL-CIO. These records 
should include, as a minimum need, a cash receipt record, a cash dis- 
bursements record, a general ledger, a dues or per capita tax record, an 
investment record, and a payroll record. 

B. All receipts should be duly recorded and currently deposited. No 
disbursements of any nature should be made from undeposited cash 
receipts. 

C. All expenditures should be approved by proper authority under 
constitutional provision and be recorded and supported by vouchers, pro- 
viding an adequate description of the nature and purpose of the expendi- 
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ture sufficient for a reasonable audit by internal and independent 
auditors. Disbursements should be made only by check, with the excep- 
tion of disbursements from petty cash, in which situation, an imprest 
petty cash fund should be established. 

D. Salaries of elected officials should be established only by constitu- 
tional provision. Compensation to non-salaried elected officials, and to 
other officials, representatives and employees, if not fixed by constitu- 
tional provision, should be established and paid in strict conformity 
with such authority as is provided by the constitution and in accordance 
with its applicable provisions. 

E. Reimbursement of expenses, including per diem expenses, should 
be made only where such expenses have been duly authorized and are 
supported in a manner that will permit a reasonable audit. 


F. Every precaution should be taken to ensure the soundness and 
safety of investments and that investments are made only by persons 
duly authorized to act for and on behalf of the affiliate. Investments in 
securities should either be restricted to the type of securities which 
legally qualify for trust fund investments in the domicile state or a per- 
son or persons authorized to invest funds of an affiliate should, in making 
such investment, be required to exercise the judgment and care under 
the circumstances then prevailing which men of prudence, discretion and 
intelligence exercise in the management of their own affairs, not in re- 
gard to speculation but in regard to the permanent disposition of their 
funds, considering probable safety of their capital as well as probable 
income. No investment should be made by an affiliate in a business or 
enterprise in which any officer of that affiliate has a direct or indirect 
personal financial interest of such a nature as to be affected by the affili- 
ate’s investment or withdrawal of investment. (This last stated pro- 
vision is not to be construed as preventing investment in a business or 
enterprise in which an official of an affiliate is engaged by virtue of his 
office, provided (a) no substantial personal advantage is derived from 
the relationship, and (b) the business or enterprise is one in the man- 
agement of which the affiliate participates for the benefit of its mem- 
bers.) Securities owned by the affiliate should be under dual officer 
control and held by a bank or a trust company as agent or if that is not 
feasible, such securities should be placed in a safety deposit vault. All 
investments and legal title to all assets of an affiliate should be in the 
name of the affiliate or its duly designated agent or trustee. 


G. Periodic, but not less than semi-annual, detailed financial reports 
should be prepared in accordance with generally recognized and ac- 
cepted standards of financial reporting. These reports should be prepared 
and submitted by the elected financial officer of the affiliate to the execu- 
tive body of such affiliate for its study and such action as may be re- 
quired. 

H. A record of each meeting of the executive body of an affiliate 
should be made and maintained. These records should note all official 
actions taken by that body, in relation to accounting and financial 


matters. 
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I. Adequate fidelity bond coverage should be required by an affiliate 
for all officers, representatives and employees of that affiliate in positions 
of trust, including officers and employees of subordinate bodies of such 
affiliate. 

J. Affiliates and their subordinate bodies should be subject to a sys- 
tem of internal audits made by auditors or by other competent persons 
in accordance with generally accepted standards of auditing so as to 
maintain current vigilance over all financial transactions. 

K. At least annually, an audit of the accounts of each affiliate, ex- 
cept directly affiliated local unions of the AFL-CIO, should be made by 
independent certified public accountants. A summary of such audit ap- 
proved by such independent certified public accountants should be made 
available to the membership of the affiliate and the public. 

Each such affiliate should require, at least annually, that an audit be 
made of the accounts of its subordinate bodies by competent persons. 
A summary of such audit approved by such competent persons should 
be made available to the membership of such subordinate body. 

An annual audit of the accounts of directly affiliated local unions 
should be made by authorized competent representatives of the AFL- 
CIO designated by the Secretary-Treasurer of the AFL-CIO. A summary 
of such audit, approved by such representative, shall be made available 
to the membership of such directly affiliated local unions. 

L. All financial and accounting records of affiliates and their sub- 
ordinate bodies, and all supporting vouchers and documents, or micro- 
film copies thereof, should be preserved for a period of time not less 
than that prescribed by applicable statutes of limitations. 

M. Neither the AFL-CIO nor any national or international union 
affiliated with the AFL-CIO should make personal loans to its officers, 
representatives, employees, or members, or members of their families, 
for the purpose of financing the private business or investment of such 
persons. 

N. No “kickbacks” or any other improper payments should be ac- 
cepted or made, directly or indirectly, by any officer, representative or 
employee of an affiliate in connection with any financial transaction of 
such affiliate. 

O. Affiliates should take every precaution necessary to insure their 
full compliance with all properly authorized and applicable requirements 
of state or federal law pertaining to financial and accounting matters 
and to reporting. 

P. In order to protect and safeguard the good name and reputation 
of the AFL-CIO and its affiliates, the financial and accounting controls 
set forth herein are made applicable to itself and each of the affiliates 
of the AFL-CIO and their subordinate bodies and to all their funds of 
whatever nature. 

Q. Where constitutional amendments or changes in internal adminis- 
trative procedure are necessary to a ful! compliance with the standards 
set forth herein, such amendments and changes should be undertaken by 
affiliates at the earliest practicable opportunity. 
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The Executive Council on May 28, 1957, approved the following: 


Ethical Practices Code 6 


(Union Democratic Processes) 


This is the sixth in a series of recommended codes developed by the 
AFL-CIO Committee on Ethical Practices. The prior codes have dealt, 
primarily, with the questions related to corruption and conflicts of 
interest. The present code has been developed by the Committee pur- 
suant to the mandate contained in Article II, Sections 10 and 11, of the 
Constitution of the AFL-CIO which sets forth the basic objectives of the 
Federation to protect the labor movement not only from corrupt in- 
fluences and communist agencies but also from “all others who are op- 
posed to the basic principles of our democracy and free and democratic 
unionism,” and “to safeguard the democratic character of the labor 
movement.” 

These constitutional provisions of the AFL-CIO give effect to the 
democratic tradition upon which the entire labor movement is based. 
Freedom and democracy are the essential attributes of our movement. 
Labor organizations lacking these attributes, like Hitler’s Labor Front, 
Franco’s syndicates, and Moscow’s captive unions, are unions in name 
only. Authoritarian control, whether from within the labor movement 
or imposed from without by government, is contrary to the spirit, the 
tradition and the principles which should always guide and govern our 
movement. 

We are proud of our record. Just as the Constitution of the AFL- 
CIO proclaims its dedication to the concepts of freedom and democracy 
and contains machinery for their implementation in the Federation’s 
operations, so also do the constitutions of its affiliates. Almost without 
exception, they provide for the basic elements of union democracy: the 
right of full and equal participation by each member in the affairs and 
processes of union self-government, in accordance with the principles 
of representative democracy, and the necessity for protecting the rights 
of individual members. 

The record of union democracy, like the record of our nation’s 
democracy, is not perfect. A few unions do not adequately, in their con- 
stitutions, provide for these basic elements of democratic practice. A 
few unions do not practice or implement the principles set forth in 
their constitutions, Finally, while the overwhelming majority of Amer- 
ican unions both preach and practice the principles of democracy, in 
all too many instances the membership by apathy and indifference have 
forfeited their rights of union citizenship. 

The provisions of the Taft-Hartley Act have substantially frustrated 
previously successful efforts by unions to ensure maximum attendance 
and participation by the membership in union meetings and affairs. The 
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real corrective in this area is not so much the establishment of new 
principles as the exercise of rights presently recognized and accorded. 
Just as eternal vigilance is the price of liberty, so is the constant exer- 
cise of the rights of union citizenship the price of union democracy. 


It is valuable, nevertheless, to restate the principles which should 
govern all free and democratic unions and to rededicate the labor move- 
ment to the preservation of these principles. 


The Committee on Ethical Practices has attempted to formulate in 
the following code the basic and elementary principles which any affili- 
ated union should achieve if it is to comply with the basic principles 
and objects of the AFL-CIO Constitution. Necessarily, since each union 
has grown up in its own tradition and with its own background, forms 
and procedures may differ widely. Unions should be free to determine 
their own governmental structure and to regulate their own affairs. 
But, whatever the form, the basic democratic rights set forth in the 
code should be guaranteed. 

1. Each member of a union should have the right to full and free 
participation in union self-government. This should include the right 
(a) to vote periodically for his local and national officers, either directly 
by referendum vote or through delegate bodies, (b) to honest elections, 
(c) to stand for and to hold office, subject only to fair qualifications 
uniformly imposed, (d) to voice his views as to the method in which the 
union’s affairs should be conducted. 


2. Each member of a union should have the right to fair treatment 
in the application of union rules and law. The general principle ap- 


plicable to union disciplinary procedures is that such procedures should 
contain all the elements of fair play. No particular formality is re- 
quired. No lawyers need be used. The essential requirements of due 
process, however—notice, hearing, and judgment on the basis of the 
evidence—should be observed. A method of appeal to a higher body 
should be provided to ensure that judgment at the local level is not 
the result of prejudice or bias. 


3. Each member of a union has the responsibility (a) fully to exer- 
cise his rights of union citizenship and (b) loyally to support his union. 
The right of an individual member to criticize the policies and person- 
alities of his union officers does not include the right to undermine the 
union as an institution, to advocate dual unionism, to destroy or weaken 
the union as a collective bargaining agency, or to carry on slander and 
libel. 

4. To safeguard the rights of the individual members and to safe- 
guard its democratic character, the AFL-CIO and each affiliated na- 
tional or international union should hold regular conventions at stated 
intervals, which should be not more than four years, The convention 
should be the supreme governing body of the union. 


5. Officers of the AFL-CIO and of each affiliated national or inter- 
national union should be elected, either by referendum vote or by the 
vote of delegate bodies. Whichever method is used, election should be 
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free, fair and honest and adequate internal safeguards should be pro- 
vided to ensure the achievement of that objective. 

6. All general conventions of the AFL-CIO and of affiliated national 
or international unions should be open to the public, except for neces- 
sary executive sessions. Convention proceedings or an accurate sum- 
mary thereof should be published and be available to the membership. 

7. The appropriate officials of the union and such bodies which are 
given authority to govern a union’s affairs between conventions should 
be elected, whether from the membership at large or by appropriate 
divisions, either by referendum vote or by the vote of delegate bodies. 
Such bodies shall abide by and enforce the provisions of the union’s 
constitution and carry out the decisions of the convention. 

8. Membership meetings of local unions should be held periodically 
with proper notice of time and place, 

9. Elections of local union officers should be democratic, conducted 
either by referendum or by vote of a delegate body which is itself elected 
by referendum or at union meetings. 

10. The term of office of all union officials should be stated in the 
organization’s constitution or by-laws and should be for a reasonable 
period, not to exceed four years. 

11. To ensure democratic, responsible, and honest administration of 
its locals and other subordinate bodies, the AFL-CIO and affiliated na- 
tional and international unions should have the power to institute dis- 
ciplinary and corrective proceedings with respect to local unions and 
other subordinate bodies, including the power to establish trusteeships 
where necessary. Such powers should be exercised sparingly and only 
in accordance with the provisions of the union’s constitution, and auton- 
omy should be restored promptly upon correction of the abuses requir- 
ing trusteeship. 

12. Where constitutional amendments or changes in internal admin- 
istrative procedures are necessary to comply with the standards herein 
set forth such amendments and changes should be undertaken at the 
earliest practicable time. 


In addition to the foregoing Codes, the Executive Council on Jan, 28, 
1957 adopted on its own motion, the following: 


AFL-CIO Statement 


{Regarding Cooperation With All Appropriate 
Public Agencies Investigating Racketeering) 


The American Federation of Labor and Congress of Industrial Or- 
ganizations is pledged both by its constitution and by fundamental 
principles of trade union morality to keep the labor movement free from 
any taint of corruption. 
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While the AFL-CIO has its own responsibility for keeping its house 
in order and is attempting to meet this obligation to the best of its 
ability, this does not in any sense mean that appropriate agencies of 
government and the public do not have rights, obligations and respon- 
sibilities in eliminating racketeering and corruption from all segments 
of American life, including the labor movement, 

No institution or agency, whether labor or business, public or private, 
enjoys special immunity from the equal application of the laws, from 
appropriate investigation of duly constituted legislative committees and 
from scrutiny of its operations by the members of the press or the gen- 
eral public. 

Investigations by fair and objective Jegislative committees in the 
field of labor-management relations have been of tremendous help in 
eliminating abuses in this area, 

The investigation conducted by the LaFollette Committee exposing 
as it did, unsavory and illegal practices on the part of important busi- 
ness interests, contributed greatly to the enactment of the Wagner Act 
and to the elimination of employer practices which prevented union 
organization and caused strife and violence in labor-management rela- 
tions. The recent investigation by the Douglas subcommittee of the 
Senate Labor Committee, exposing as it did, instances of corruption and 
improper conduct by labor officials and others in the handling of health 
and welfare funds, has provided for the public and the labor movement 
invaluable information which has laid the foundation for proposed dis- 
closure legislation in this field, endorsed by the AFL-CIO, and which 
in addition, has enabled the AFL-CIO and its affiliates to do a better 
job of keeping their house in order. Both law enforcement agencies, in 
the interest of enforcing law, and legislative committees in the interest 
of enacting corrective legislation, by reason of their power and author- 
ity to subpoena witnesses and to place them under oath, as well as their 
superior investigatorial facilities, have means beyond those of the labor 
movement to expose and bring to light corrupt influences, 

It goes almost without saying that law enforcement agencies, legisla- 
tive committees, and the labor movement itself share the common re- 
sponsibility of conducting investigations fairly and objectively, without 
fear or favor and in keeping with due process concepts firmly imbedded 
in the tradition and constitution of our great country. It is a firm policy 
of the AFL-CIO that the highest ethical standards be observed and 
vigorously followed by all officials of the AFL-CIO and its affiliates in 
the conduct of their offices, in the handling of trade union and welfare 
funds, and in the administration of trade union affairs. Trade union and 
welfare funds are the common property of the members of our unions 
and must, therefore, be administered as a high and sacred trust for 
their benefit. 

The AFL-CIO is determined that any remaining vestiges of racketeer- 
ing or corruption in unions shall be completely eradicated. We believe 
that Congress, in the interest of enacting corrective legislation, if the 
same be deemed and found necessary, has the right, through proper 
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committees, to investigate corruption wherever it exists, whether in 
labor, industry or anywhere else. 

It is the firm policy of the AFL-CIO to cooperate fully with all proper 
legislative committees, law enforcement agencies and other public bodies 
seeking fairly and objectively to keep the labor movement.or any other 
segment of our society free from any and all corrupt influences. This 
means that all officials of the AFL-CIO and its affiliates should freely 
and without reservation answer all relevant questions asked by proper 
law enforcement agencies, legislative committees and other public bodies, 
seeking fairly and objectively to keep the labor movement free from 
corruption. We recognize that any person is entitled, in the exercise of 
his individual conscience, to the protection afforded by the Fifth Amend- 
ment and we reaffirm our conviction that this historical right must not 
be abridged. It is the policy of the AFL-CIO, however, that if a trade 
union official decides to invoke the Fifth Amendment for his personal 
protection and to avoid scrutiny by proper legislative committees, law 
enforcement agencies or other public bodies into alleged corruption on 
his part, he has no right to continue to hold office in his union. Other- 
wise, it becomes possible for a union official who may be guilty of cor- 
ruption to create the impression that the trade union movement sanc- 
tions the use of the Fifth Amendment, not as a matter of individual 
conscience, but as a shield against proper scrutiny into corrupt in- 
fluences in the labor movement. 


Organizing the Unorganized 


Delegates to the founding convention of the American Federation of 
Labor and the Congress of Industrial Organizations expressed the 
strong hope that the unorganized would be organized. 

To the Department of Organization fell the prime responsibility 
for seeking to carry out the convention’s organizing mandate. Under 
Director John W. Livingston, the men and women of the AFL-CIO 
organizing staff have endeavored to translate that convention resolution 
into concrete reality. 

On analyzing its operations and responsibilities, the Department of 
Organization determined that three major tasks had to be performed 
as preliminary departmental undertakings. They were: (1) the study 
and evaluation of existent staff and financial facilities for organization 
as those facilities existed within the Department and within various 
national and international unions; (2) reduction of general figures of 
the organizational potential into specific information with respect to 
national fields and industries, and geographic areas of concentration; 
(3) study of over-lapping and coinciding jurisdiction of two or more 
unions within the newly merged federation. 

As a result of the staff study and evaluation of field operations, a 
structural reorganization of the Department was effected, both for the 
headquarters and the field. Details of this change appear later in the 
section of this Report dealing with headquarters departments. (See 
Organization Dept., page 306.) 
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Telephone operators, members of the Communications Workers, cheered 
fellow strikers refusing to cross picket lines at American Tel. & Tel. 


In addition, a number of organizing aids were developed to improve 
organizing effectiveness. These also are discussed in the later depart- 
mental report. 

As Director Livingston reported to the Executive Council during 
its February, 1956 meeting, to develop working information on our 
organizing potential presented a tremendous problem. Providing a total 
figure for the existing force of unorganized workers is, of course, not 
difficult. It is arrived at by the simple process of establishing the total 
work force of the nation and subtracting from the total the numbers 
already organized and those not eligible for trade union membership. 
Depending on seasonal employment cycles, this figure varies between 
twenty-six and twenty-nine million. 


Fact-Finding, An Essential Task 


General figures of this sort are not very useful, however, for 
organizing purposes. The Department of Organization had to determine 
where the organizable workers are, who they are, and what they do. 
Their relationship to existing organization, their importance to com- 
petitive aspects as they exist in runaway shop situations, and their 
influence on the economy of the industries, crafts and services involved, 
as well as the geographical area,—such specific information was deemed 
necessary to provide a basis for building realism and continuity into 
an organizing program. 

It was felt that there are two approaches for obtaining this specific 
type of information—territorial and occupational. 

For the former, each regional director was directed to prepare a 
survey of the organizational potential in his region. Through these 
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reports, the Department was able to determine, to considerable degree, 
the concentration of the existing organizing potential on a geographic 
basis, state by state. These findings, buttressed by AFL-CIO Research 
Department statistics, were confirmed in a report issued later in the 
year by the National Bureau of Economic Research. 

For the latter approach, a series of conferences was held with 
representatives of the AFL-CIO Research Department and with officers 
and representatives of numerous national and international affiliates, 
both of trade or craft and industrial union character, with attention 
centered upon those industries presenting the most apparent immediate 
needs and offering the most apparent realistic potential. 

These conferences and the follow-up survey activity carried on by 
the headquarters of the Department of Organization in cooperation 
with the Research Department and the unions involved, formed the 
basis for establishing organizational programs. 

Where target areas involve large national industries and/or multi- 
plant corporations, general operating procedures were suggested by the 
Director of the Department, who pointed out that the scope and nature 
of the industry would set the type of direction required, as well as the 
degree of coordination of organizing efforts. For multi-plant corpora- 
tions, with units located in various regions, the most concise coordina- 
tion was indicated in order to maintain a consistent union position and 
to take advantage, on a corporation-wide basis, of every favorable 
organizational development occurring locally. 

In some industries, crafts, or fields of occupation there are com- 
panies often matching the above described multi-plant corporations in 
size and importance but whose operations are located within a limited 
area. Organizing activities for these, the Department proposed, would 
logically be coordinated from the regional, state or area level with 
frequent general consultation furnished by the national staff. 

For the over-all task of organizing in the crafts, consultations with 
representatives of craft unions indicated that assistance to those unions 
should be rendered primarily within the framework of their pre- 
established programs. In addition, wherever feasible, organizing assist- 
ance in the craft fields could be integrated with organizing campaigns 
in the areas chosen for the departmental surveys. 

Finally, for day-by-day, locally-oriented organizational undertakings, 
review of AFL-CIO regional operations confirmed the wisdom of 
continuing to view those tasks as regional office responsibilities to be 
handled with available regional manpower. 

No matter what the organizational target, or the organizing pro- 
cedures called for by the specific organizing situation, the actual process 
of organizing can be confined to the planning stage, so far as the Depart- 
ment of Organization is concerned, if jurisdictional obstacles are 
encountered. Recognition of this fact influenced the Department’s 
decision that among its first requirements was that of striving to 
remove or reduce any such obstacles. 
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Cooperation Of Unions Enlisted 


With the conviction that voluntarism is perhaps the most effective 
means of eliminating obstacles of this nature, the Director of Organ- 
ization and his immediate staff met wherever and whenever possible 
with top officers of the various unions most immediately concerned 
with the problem. 

Most of this activity was conducted in the atmosphere of informality 
that voluntary endeavor creates. Director Livingston, in addition, 
served with the six Executive Council members who comprised the 
special organizing jurisdictional problems committee—the AFL-CIO 
Committee on Organization: Harry Bates, Joseph Beirne, David Dubin- 
sky, O. A. Knight, Charles MacGowan, and Emil Rieve. 

As a result of these varied and continuing efforts, some progress 
has been made. In certain instances, agreement was so detailed as to 
permit jurisdictional decisions on a plant by plant basis. 

When voluntary efforts appeared not sufficiently promising in one 
strategically important industry, the AFL-CIO Executive Council acted 
favorably on the Organizing Committee’s recommendation that juris- 
diction be allotted over specified manufacturing chains in that industry. 
Organizing campaigns were instituted by one of the unions awarded 
such jurisdiction, with assistance of specially assigned Organizing 
Department staff organizers. 

The Director of the Department, together with his assistants at the 
headquarters level, and the regional directors in the field, are continuing 
to explore every possibility of resolving jurisdictional problems, on a 
national and local basis. 


Hostile Propaganda 


The organizing climate has worsened since the merger in December, 
1955. A number of factors are responsible. 

The merger itself provided a new excuse for anti-unionists to 
release a barrage of hostile propaganda. Certain newspapers that 
for years had been decrying jurisdictional disputes and criticizing 
organized labor for not settling its differences, did an abrupt about 
face. Now, the submerging of differences represented a grave danger, 
according to these editorial warnings. The power inherent in the merger, 
they predicted in their most dire-provoking language, would destroy 
us all. 

Confirmed opponents of trade unionism like the National Associa- 
tion of Manufacturers and the United States Chamber of Commerce 
stepped up their campaigns of opposition to trade union concepts, and 
in association with other like-minded agencies continued to develop 
techniques of applying locally their nationally-prepared propaganda. 

Employers continued to receive encouragement from NLRB admin- 
istrative interpretations to utilize Taft-Hartley provisions to thwart 
union efforts of their workers. 
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Southern employers hurried to exploit the first reactions to judicial 
rulings which ordered an end to segregated school practices by attempt- 
ing to shift to organized labor any adverse reaction to those decisions. 


In cities in various sections of the country, local governing bodies, 
controlled or influenced by anti-union employers or those espousing 
their interests, passed licensing and other restrictive ordinances designed 
to harass and obstruct organizers in their task. Even though the 
courts repeatedly have ruled such local legislation unconstitutional, 
action of this sort continues to be taken for its delaying effect. 


Advocates of “right to work” laws have increased their efforts to 
have such anti-union legislation passed in additional states and com- 
munities—as well as nationally. These attempts, even when not suc- 
cessful, are accompanied by carefully planned, derogatory propaganda 
campaigns that tend to muddy the waters of public opinion for a long 


period of time. 
Unfavorable publicity following disclosure of corruption on the 
part of some within labor’s ranks has also helped create difficulties on 


the organizing front. 


Unions Win NLRB Elections 


Despite all this, union membership has continued to grow. NLRB 
statistical reports reveal that since the merger unions have won elec- 
tions for bargaining units employing more than 400,000 workers. AFL- 
CIO affiliates have participated in approximately 7,000 collective bar- 
gaining elections since the merger, registering a 60% victory record. 

Gains through NLRB elections are not the sole source of union 
growth, of course. Internal organizing, local expansion, state labor 
board elections, railroad mediation board elections, voluntary recognition 
—by all these methods, unions have expanded their ranks by many 
thousands since merger, not only among those employed in interstate 
commerce but also among those engaged in occupations not within the 
scope of the Labor Board’s operations. 

In their organizing endeavors, AFL-CIO affiliates have had the 
assistance of AFL-CIO organizing staff members whenever possible. 


In the twenty month period ending August 31, 1957, in excess of 
62,000 man days were provided, in organizing campaigns and related 
trade union activities, to individual national and international unions, 
while additional man days were given to several AFL-CIO trades 


departments. 

Much assistance, both of an organizing and service nature, was 
given by the organizing staff to directly affiliated AFL-CIO unions. 
More than 7,000 man days were expended in the fourteen month period 


ending August 31, 1957. 
Members of the Department of Organization have been of great 
help to central bodies, both state and local, in effecting mergers and in 
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assisting them in the discharge of their primary responsibilities in the 
legislative, public relations and community problems fields. As rep- 
resentatives of the parent body, Organization Department staff members 
have been able to lend guidance and support to the central bodies, 
advising them on procedures and interpreting policies of the AFL-CIO. 

In addition to services of this nature, the organizing staff has been 
helpful in reactivating a number of dormant local central bodies and 
in establishing new local central bodies. 

The amount of service rendered the central bodies by members of 
the AFL-CIO Organizing Department staff has increased appreciably 
and steadily during the reporting period. 


Future Organizing Possibilities 


No report on organizing the unorganized workers of this nation 
would be complete without reference to the future, as that future— 
its possibilities, its needs—can be predicted in the light of past and 
present experiences. 

The organizing survey conducted by the Department of Organization 
established the fact that the real organizing potential in this country 
now is approximately twenty-six million. Of this number, thirteen 
million are in white collar employment; ten million are in the area 
generally known as “the South”. 

Despite the present adverse organizing atmosphere, organized labor 
is in better position to bring the benefits of trade unionism to these 
yet unorganized millions than at any previous time. 

Our resources are greater, our membership larger, our know-how— 
based on accumulated experience—superior to those of any earlier 
period, or any earlier movement. 

We can fully accomplish our organizing mission only if we succeed 
in overcoming two problems: 

We have a responsibility to overcome jurisdictional problems. 

We must approach the general problem of organizing, and each 
specific organizing task, with the understanding that these are today’s 
problems, today’s tasks—and realize they call for methods attuned to 
today’s situation and today’s needs. 

The Department of Organization will continue to work towards 
the end expressed by the merger convention’s resolution on organizing: 
“We must bring the benefits and protection of unionism to millions of 
unorganized workers who need, deserve and must have them.” 

And the Department is committed to utilize every feasible method 
of improving its organizing effectiveness, and the quality of its serv- 
ices, to the unions which make up the family of AFL-CIO. 

(For report of AFL-CIO Department of Organization, see page 306.) 
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COPE has run series of highly significant regional conferences to help 
mobilize unions for political activity. 


Within recent years the American labor movement has become 
increasingly engaged in the field of political education and political 
action. It has done so partiy as a matter of choice; more so as a 
matter of necessity. 

We have chosen to enter the field of politics because we recognize 
that the privileges and principles of self-government, which we whole- 
heartedly espouse, are under heavy attack from totalitarian forces in 
major areas of the world. 

We believe the maintenance and flowering of these principles and 
privileges impose heavy responsibilities on all those who derive its 
benefits. Among these responsibilities is the obligation to thoughtful 
and mature action to provide our country with elected officials of the 
highest possible caliber. 

As an integral part of our American democracy we of the trade 
union movement accept that obligation. 

We have been forced to engage in political activity because the 
enemies of organized labor have proved that they can, through use 
of the political weapon, seriously weaken our efforts to obtain a better 
standard of living for our members and for our country. We have 
learned that in some places they can, by legislation, virtually destroy 
our organizations. We have seen, and fortunately defeated, attempts 
in other places to eliminate trade unions from their rightful role as 
the representatives of working men and women at the collective bar- 
gaining table. 

This activity by the enemies of trade unionism has made urgent the 
necessity for counter-activity on our part and it is evident this ieces- 
sity will remain for many years te come. 
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As the struggle between democracy and totalitarianism intensifies 
and as modern technology binds each nation into a tighter and tighter 
unit, it becomes increasingly clear that the American labor movement 
must participate in all phases of our national life. We cannot, nor 
should we seek to, remain an island in the community. Rather we must 
be at all times prepared and willing to engage actively in those affairs 
which concern the economic lives and well being of our members and of 
the communities in which we live. 

In adopting this course of action we are not embarking upon a new 
course. We are following the traditional beliefs of those who led the 
main bodies of organized labor in the past, seeking to learn from their 
experiences and seeking to find new ways to meet new problems. 

We believe that in the few short years in which we have been 
engaged in our present endeavor, we have made substantial progress. 
We believe that in the immediate future, we will continue to make 
progrss toward the end that we may contribute our full share toward 
the improvement of the general welfare of our country and thus 
toward the strengthening of democracy and its principles everywhere 
in the world. 


Developing COPE's Structure and Activity 


The first problem that confronted our organization in the mobiliza- 
tion of the political efforts of the AFL-CIO was the merger of existing 
state and, where possible, local groups engaged in trade union political 
activity. 

With the officers of the AFL-CIO, it was agreed that merged political 
effort need not wait upon organic merger of existing state federations 
and industrial union councils. Fewer problems were attendant upon the 
merger of political effort than upon organic merger and the pressure 
of a forthcoming national election was imminent. 

The co-directors of COPE, therefore, in the month following the 
first convention of the AFL-CIO sent letters to all affiliates urging 
immediate steps to unify political education and political action activi- 
ties. They pointed out that such steps need not be delayed until the 
over-all consummation of merger on the state and local level. Joint 
committees, composed of representatives of both organizations and 
empowered to act in the political field, were called for and, in many 
instances, were formed. 

Area directors were instructed to familiarize themselves with officials 
of all organizations within their respective areas and to place themselves 
at the disposal of these officials. The Women’s Activities Department 
of COPE was re-organized in order that additional personnel made 
available through the merger could concentrate their efforts. Work 
among the minority groups was intensified. 


103 


U M : 4g =f 
=: 
ae 


1956 Primaries In The South 


The first challenge to the political strength of the AFL-CIO came 
with the 1956 primaries in the southern states which, so far as the 
senatorial, congressional and state offices are concerned, are tantamount 
to election. In these contests COPE participated actively. 

It is our belief that the cause of democracy is best served when 
voters at an election have an opportunity to make a choice and when 
candidates are forced to display their records and their thoughts in 
the market place of ideas and defend them in honest competition. We 
have supported and we will continue to support honest and sincere 
candidates of ability for public office regardless of their chances of 
success. 

The greatest victory among the southern primaries in 1956 was in 
the state of Louisiana, where a carefully worked out campaign for 
the election of liberal candidates to the state legislature and state 
offices was conducted. The campaign culminated, after a run-off, in 
the election of a state legislature which recognized the inequities and 
unfairness of the state’s so-called “right to work” law and which 
repealed it in the same year. Louisiana thus became the first southern 
state since 1947, when the majority of these nefarious laws were enacted, 
to repeal such legislation. 

Other foes of labor were given contests in other states and friends 
were supported. A factor of importance in the southern primaries of 
1956 was the Southern Manifesto, signed by the vast majority of 
southern representatives and senators, expressing defiance of the 
Supreme Court’s ruling on school segregation. Unfortunately, a friend 
of labor who refused to sign this document was defeated—although 
others, who likewise refused to sign, were successfully supported for 
re-election. 


Sowing Seeds Of Later Successes 


The southern primaries were followed by primaries in other states, 
principally in the middle and far west. In these later primaries the 
seeds of later successes were sown. 

In Kansas, labor supported with vigor and enthusiasm in the primary 
the Republican governor who had the political courage and personal 
integrity to veto a so-called right to work bill. For this act he was 
opposed in the primary by the state leaders of his own political party 
and, despite the best efforts of COPE, was defeated. 

In Idaho, labor gave active backing to one of five senatorial candi- 
dates against a reactionary incumbent. The labor-backed candidate won 
his own party nomination by a narrow margin and was later elected to 
the U. S. Senate. A Colorado primary in which COPE took no part 
because of the high caliber of both candidates produced a senatorial 
candidate who was to prove victorious in the fall. 


Texas saw a heated primary contest for the gubernatorial seat which 
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was to have later consequences in the success of the labor-backed candi- 
date in his race for the U. S. Senate seat. 

We regard it as axiomatic that no political campaign in which labor 
is engaged is ever totally lost. In many instances labor is the only 
source of support available to the honest and sincere candidate unwill- 
ing to compromise principle with political expediency. Forced to operate 
within the existing political framework such a candidate might never 
offer himself for public office or, having so offered himself, would be 
unable to secure the support of those political officials whose personal 
interests are paramount. In every instance labor participation in a 
political campaign enlists additional numbers of public-spirited union 
men and women who learn the mechanics and practice of an operating 
democracy and whose understanding of the issues involved is thereby 
increased. They form the core for later efforts. 


COPE's Policy Of Non-Partisanship 


It should be added that this axiom is true so long as we continue to 
adhere rigidly to our policy of non-partisanship, supporting candidates 
for public office solely on the basis of their merits and without regard 
to their party affiliation. 

We believe it would be disastrous for the labor movement to so 
involve itself with the fortunes of any political party, however worthy 
its motives, to the extent that victory or defeat for the party at the 
polls constitutes victory or defeat for the labor movement. 

It has been, and it must remain, our policy to support those candi- 
dates who merit our support on the basis of clearly stated and firmly 
understood principles and to avoid with equal fervor support for a 
candidate or a party on the basis of party label or partisanship. 

On August 10, 1956, President Meany appeared before the platform 
committee of the Democratic party and presented it with the views of 
our organization on the major problems confronting the nation. On 
August 16, 1956, Secretary-Treasurer Schnitzler appeared before the 
platform committee of the Republican party and made a similar 
presentation. 

President Meany and Secretary-Treasurer Schnitzler, on behalf of 
the AFL-CIO, told the platform committees of both parties that we 
consider platforms serious declarations of the party’s beliefs and that 
they constitute solemn obligations upon both the party and its candi- 
dates. Our officers urged both parties to say what they mean and to 
mean what they say; to avoid weasel words, glittering generalities or 
glib insincerity. 


COPE's Analysis Of Issues 


Following the conventions of both parties at which platforms were 
adopted and candidates nominated, your Committee on Political Educa- 
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tion measured the platform and the candidates against the background 
of performance and record. It submitted a report on these findings to 
the General Board of the AFL-CIO meeting in Chicago on September 
12, 1956. 

The report of the Committee on Political Education went into detail 
in analyzing the platforms of both parties with respect to items of 
importance to our organization. On foreign policy it found the Republi- 
can platform based on two conclusions which were unsound while the 
Democratic platform, we found, more correctly evaluated the threat of 
Soviet imperialism. 

With respect to Taft-Hartley we noted that the Democratic party 
called for its repeal while the Republican party supported changes in 
the law along the lines of recommendations previously made by Presi- 
dent Eisenhower. These recommendations were opposed by our organiza- 
tion at the time they were made. The Republican party ignored the 
question of so-called right to work laws while the Democratic party 
called for repeal of that section of Taft-Hartley which sanctions such 
measures. 

Your committee found that with respect to civil rights neither 
party spoke with the courage, conviction and leadership demanded and 
that both parties failed to face up to their responsibilities. Because 
the Democratic platform called for the elimination of the filibuster in 
the Senate it was deemed preferable. 

Similar comparisons were made between the platforms with respect 
to the national economy, taxes, minimum wages, social security, housing, 


farmers, aid to education, atomic energy and natural resources, immi- 
gration and federal employes. 


Analysis Of The 1956 Candidates 


In evaluating the candidates for President and Vice President your 
committee noted they could not be divorced from their supporters nor 
from their party philosophy, promises, pledges and record. We noted 
further that the nation was fortunate that both Presidential candidates 
are men of stature, high patriotism and deep devotion to public service. 
We noted also that there were profound differences in their outlook, 
approach and basic philosophy with regard to the great problems facing 
our country and the world. 

Our evaluation of President Eisenhower was that his Administration 
from 1952-56 had been marked by a sharp contrast in its attitude toward 
the problems of big business and the economic and social problems of 
the rest of the population. In every case, we stated, the Administration 
has moved promptly and effectively to help big business. In almost 
every instance the Administration of President Eisenhower was hesitant 
and ineffectual in providing action to meet the needs of the average 
citizen. 

“The voters must also take more seriously into account this year 
the qualifications of the candidates for Vice President,” our report 
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stated. “If President Eisenhower is re-elected and does not survive 
another four years in the White House, Richard Nixon would become 
President. His record as a Representative and Senator from California 
shows that Nixon voted consistently against measures supported by 
labor . . . He has shown ultra-partisanship in political campaigns. He 
obviously lacks the breadth of view and understanding to be the Presi- 
dent of all the American people.” 

A final consideration, the report stated, is that an Eisenhower 
victory would probably sweep into office a number of Senators and 
Representatives who are unalterably opposed to labor’s legislative 
program. 

Equally searching attention was given to the Presidential and Vice- 
Presidential nominees of the Democratic party. We noted that Adlai 
Stevenson had previously been endorsed by the American Federation of 
Labor and the Congress of Industrial Organizations and we declared 
that we did not regret that endorsement. 

We stated that Stevenson “places human values first. He is devoted 
to the free enterprise system but does not believe the demands of big 
business should be given prior consideration over the needs of the people 
as a whole. The positive program outlined by Stevenson at the AFL-CIO 
unity convention last December and his subsequent campaign addresses 
inspire us with confidence in his ability, sincerity and vision.” 

The report concluded with these words: 

“We are ever mindful of the voluntary character of our organization. 
We firmly believe and we religiously protect the right of our individual 
members to make their own free choice in this and in every election. 

“We are equally aware that trade union members have a right to 
look to their organization for recommendations and endorsement of 
candidates who will best serve the interest of all the people and who 
are best qualified to lead the American people during the next four 
years.” 


Endorsement Of Stevenson, Kefauver 


Acting upon this report and upon the recommendations of the AFL- 
CIO Executive Council, the General Board of the AFL-CIO on September 
12, 1956 in Chicago, Illinois, endorsed the candidacies of Adlai Steven- 
son and Estes Kefauver for President and Vice-President of the United 
States. 

In order to implement this endorsement, your Committee on Political 
Education started to work immediately to integrate the presidential 
campaign into the senatorial, congressional and state campaign in 
which it was already involved. 

It has been our experience that endorsements, in order to have mean- 
ing, must contain three essential ingredients: (1) they must be based 
on principle and logic; (2) they must be arrived at in a democratic 
fashion; and (3) they must be backed up with substantial activity. 
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Adlai Stevenson, Democratic candidate for President, endorsed by AFL- 
CIO, addresses a rally at Paterson, N. J. 


Endorsements not arrived at and carried out in this fashion have no 
meaning for the candidate and they more often harm than aid labor’s 


cause. 


COPE in the 1956 Election 


Your COPE prepared and distributed to all affiliates a detailed com- 
parison of the Republican and Democratic platforms with the proposals 
placed before these organizations by President Meany and Secretary- 
Treasurer Schnitzler. It also distributed as widely as possible the report 
which it had made to the General Board of the AFL-CIO in which the 
reasons for the endorsements were set forth in detail. It assisted the 
endorsement candidates in arranging meetings with representatives of 
our organizations. It prepared and distributed literature for our mem- 
bers outlining in summary form the records of the presidential and 
vice presidential candidates. It assisted the committees of the endorsed 
candidates in the preparation and distribution of campaign literature 
and it worked closely with the Labor Advisory Committee of the 
endorsed candidate. 

COPE’s greatest efforts, however, were directed toward the two 
fundamentals of trade union political education; registered voters and 
informed voters. 

We regard registration laws for voting as essential to the orderly 
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conduct of elections, but it is unfortunately true that in many states 
registration laws are needlessly complex and confusing if not deliber- 
ately restrictive. The result is that large numbers of voters who are 
eligible by reason of age and citizenship lose their franchise each year 
through their failure to register or, in those five states in which it is 
required, pay their poll taxes. The greater proportion of these non- 
registrants is in the ranks of those below the top economic layer. 
Because of their hours of work their opportunities to register are more 
restricted. The complexities of the laws present them with greater 
problems. Their residences shift more frequently. The nature of their 
work makes them less willing to engage in out-of-home activities in their 
leisure time than those with more sedentary occupations. 


Intensive Registration Campaign 


In an effort to meet the problems caused by the relatively low 
percentage of trade union members registered to vote, your COPE in 
the summer of 1956 undertook to carry on an intensive registration 
campaign. 

In August, 1956, the executive officers of the AFL-CIO issued a 
proclamation calling upon all affiliated organizations to launch a regis- 
tration program immediately and to press it “with all the vigor and 
resources at their command to the end that every member shall become 
and remain a registered voter.” 

The response was unanimous. Leaflets, speeches, conferences, con- 
ventions, the labor press, radio, TV and all means of communication 
available to organized labor were used to enlist our members in the 
march to the polls. Each local union of AFL-CIO affiliates was pro- 
vided with a kit of materials for use in such a campaign. These mate- 
rials ranged from leaflets which could be obtained from COPE for 
mass distribution to pamphlets outlining in step by step fashion the 
organization of a registration campaign. Area directors were instructed 
to emphasize this phase of trade union activity and women’s activities 
departments, where established, were assigned the job of conducting 
the registration campaign. 

Two weeks were designated by President Meany as “R Week” in 
two groups of states. The dates were chosen with regard to closing 
registration dates in the designated states. In “R Week”, registration 
campaigns were to culminate in a final effort climaxing the summer’s 
registration drive and the energy and effort of all trade union officials 
who could be spared from other duties was directed toward this 
activity. 

Precise statistics as to the result of this effort are impossible to 
obtain but it is our belief, based on instances in which figures are 
available, that the over-all average of registration among trade union 
members during the campaign of 1956 was raised by 5-6%. 
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Voting Records Distributed 


In order that registered trade union voters might be informed 
voters COPE during the campaign of 1956 undertook a project greater 
in scope than any project previously undertaken by a similar organ- 
ization. It sought to furnish each member of each affiliated international 
and national organization of the AFL-CIO the voting record of his or 
her Senators and Representatives. 

Over 10,200,000 copies of a voting record detailing the votes of 
every Representative on 19 major issues and every Senator on 20 major 
issues between 1946 and 1957 were printed and distributed to members 
in their homes. We firmly believe that as a result of this project trade 
union members were better informed regarding their elected representa- 
tives than members of any other single group in the country. 

As the 1956 presidential campaign progressed, the Republican party 
laid stress on its competence to conduct the nation’s foreign affairs 
without involvement in war. The Democratic party appealed for votes 
on the basis of its domestic policy and the alleged weaknesses of the 
President in conducting this nation’s foreign affairs. Stevenson, in the 
final weeks of the campaign, proposed that the U. S. halt the testing 
of hydrogen bombs. President Eisenhower, according to some accounts, 
was politically benefited by the outbreak of hostilities in the area of the 
Suez Canal. 

Just prior to the election, President Meany and COPE Co-Directors 
James L. McDevitt and Jack Kroll addressed via closed circuit television 
mass meetings of 12,554 active trade union political education workers 
in 25 cities. President Meany urged intensive efforts on election day to 
secure a large turn-out of voters and emphasized the freedom of all 
union members to vote in accordance with the dictates of their con- 
sciences. 


An Unprecedented Election 


The results of the 1956 election were unprecedented in American 
political history. While re-electing President Eisenhower, voters gave 
leadership of the Congress tc the opposing party. 

President Eisenhower received 35,582,236 votes to 26,028,887 votes 
for Adlai Stevenson, or 57.3% of the popular vote. He carried 41 states 
with a total electoral votes of 457 while Stevenson carried seven states 
(Alabama, Arkansas, Georgia, Mississippi, North Carolina, South Caro- 
lina and Missouri) with a total of 74 electoral votes. A total of 60.2 
million votes was cast in 1956 or 1.3 million less than in 1952 despite 
an increase of 4.6 million in the voting population. Of the eligible popula- 
tion 58.6% cast their votes in the 1956 presidential election compared 
with 62.7% in 1952. 

Of 435 seats in the House up for election, the Democrats elected 233, 
the Republicans elected 201 with 1 vacancy [Fernandez, (D, N.M) de- 
ceased.] This represented a gain of one seat for the Democrats over 
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1954 and a loss of two seats for the Republicans. No significant change 
took place in the number of friends or opponents of labor, virtually an 
equal number of friends being lost and gained. 

State AFL or CIO bodies or both endorsed 282 candidates for the 
House of whom 151 were elected. 

Of 35 seats in the Senate up for election, the Democrats elected 18, 
the Republicans elected 17. This represented no net gain for either 
party, four previously Democratic seats being lost (Kentucky (two), 
New York and West Virginia), and four previously Republican seats 
being lost (Colorado, Ohio, Pennsylvania and Idaho). As in the House, 
no significant gain or loss was made in the number of friends of liberal 
legislation. State AFL or CIO bodies or both endorsed 30 senatorial 
candidates of whom 15 were elected. 


Voting In The Various States 


Of 31 Governors up for election the Democrats elected 16, the 
Republicans 15. This constitutes a net gain of 1 in the number of 
Democratic governors for a total of 29. 

Of the 44 state legislatures being elected in whole or in part, liberal 
gains were made in 10 states (California, Colorado, Idaho, Massachu- 
setts, Minnesota, Missouri, North Dakota, Oregon, Washington and 
Wyoming) with liberals gaining control of one or both Houses in five 
states (California, Colorado, Idaho, Oregon and Washington). Losses 
occurred in eight states (Connecticut, Indiana, Michigan, Missouri, New 
York, Ohio, Pennsylvania and Utah) with control of one house being 
lost in three states (Connecticut, Rhode Island and Pennsylvania). 

“Right-to-work” legislation was an important factor in three states 
(Washington, Kansas and Nevada). In Washington a “right-to-work” 
measure was on the ballot and was defeated 593,000 to 272,000. In 
Kansas, the Republican gubernatorial candidate campaigned on the 
basis of a pledge to secure passage of a right to work law. He was 
defeated, 256,000 to 210,000. In Nevada an attempt was made to repeal 
by referendum an existing right to work statute. This attempt was de- 
feated 45,000 to 39,000. 


Liberal Strength In West 


Liberals displayed their greatest strength in the 22 states west of 
the Mississippi. In 14 of these states Adlai Stevenson increased his 
percentage of the popular vote while his percentage declined in 8 states. 
Of the 140 members of the House from these states liberals made a net 
gain of 12 seats. In the 11 Senate races in these states the liberals 
picked up 2 seats and lost none despite the fact that in two of the races 
(Washington and Oregon) the opposition concentrated their efforts. In 
18 gubernatorial races in the region, 3 additional friendly governors 
were elected. In New Mexico, where both candidates were unfriendly, 
a Republican governor replaced a Democratic governor. 
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It is noteworthy that the greatest gains were made in those states 
in which merger of the AFL and CIO had taken place. 

In the south, insofar as the presidential race is concerned, the Re- 
publicans made their greatest gains. In addition to again carrying 
Virginia, Tennessee, Texas and Florida and by increased margins, 
President Eisenhower carried Louisiana. The percentage of Republican 
votes for President increased in nine of the 11 southern states( Virginia, 
North Carolina, Georgia, Florida, Alabama, Louisiana, Texas, Tennessee 
and Arkansas). In two (Mississippi and South Carolina) it declined. 
There was no change in the complexion of the congressional or guber- 
natorial seats. 

In the midwest some notable gains were made in those states in 
which the economy is based on price-supported crops. Liberal candidates 
for the Senate in both North and South Dakota made strong races. A 
congressional seat changed hands in Iowa. The gubernatorial races in 
Iowa and Kansas were strongly affected, Democrats winning both of 
these normally Republican seats. In one congressional district in Indiana 
(8th), normally Republican rural votes became Democratic. 

In farm areas in which the crops are not price-supported, the shift 
was not so noticeable with the exception of Colorado where general land 
policies, rather than the farm program as such, apparently influenced 
rural voters in the senatorial race. It should be noted, however, that 
Colorado was one of the few western states in which the Eisenhower 
margin was increased. 

In the industrial northeast, there was the greatest disparity between 
the presidential vote and the state and congressional votes. In Pennsyl- 
vania, for example, President Eisenhower received 56.5% of the vote 
in 1956 as against 52.7% in 1952 yet an incumbent Republican senator 
was defeated. In Ohio the President’s margin was increased from 56.8% 
in 1952 to 61.1% in 1956 but an incumbent Republican Senator was 
defeated. In Massachusetts President Eisenhower’s margin was increased 
from 54.3% to 59.4% in 1956 while a Democratic governor was being 
elected. 

Thus while President Eisenhower carried all states north of the Ohio 
River and east of the Mississippi by increased margins, only 10 of the 
216 House seats changed and four of the 10 Senate seats in contest 
changed. (Wisconsin, Illinois, Indiana, Michigan, Ohio, West Virginia, 
Pennsylvania, Maryland, New Jersey, New York, Delaware, Connecticut, 
Rhode Island, Massachusetts, Vermont, New Hampshire and Maine). 

Closer analysis of the 1956 election returns on a ward and precinct 
basis reveals that, in general, there was no marked shift of votes from 
the 1954 and 1952 elections except among some Negro voters; that there 
was a slight over-all decline in the percentage margin for the AFL-CIO 
endorsed presidential candidate in so-called labor wards but this decline 
was due to a lowered vote for the Democratic nominee rather than an 
increased vote for the Republican nominee; that in local instances in 
which there were sharp labor issues the effective political mobilization 
of labor forces was achieved; that votes in the presidential race were 
unrelated to votes in congressional and state races. 
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The 1957 Elections 


Almost immediately following the 1956 presidential election COPE 
plunged into the state and municipal and special election of 1957. 


In these, the strength of our organization, not so apparent in elec- 
tions of the size and scope of a presidential election, became evident. 
In the spring state-wide elections in Michigan, for instance, labor-backed 
candidates took all 10 state offices up for election, marking the first time 
since 1921 that all elective posts in the state government’s executive 
branch were held by liberals. 


In a special election in Texas, a labor-backed candidate was elected 
to the U. S. Senate, defeating two major and 19 minor opponents. A 
special congressional election in New Mexico the same month saw the 
victory of a labor-backed candidate in a close contest. 


Later in the year labor played a major role in the upset victory of 
a liberal in a special senatorial election in Wisconsin. Of Sen. Proxmire’s 
majority of 166,000 votes, 106,000 came from areas in which our or- 
ganizations conducted an intensive get-out-the-vote drive. When added 
to a decided shift in sentiment in the farm areas this margin became 
decisive. 

In the November elections of 1957 the political forces of the AFL-CIO 
scored some notable successes, the most outstanding of which was the 
re-election of Governor Robert Meyner of New Jersey by a margin of 
more than 200,000 votes. 


The opposition to Meyner was based upon his friendship toward 
labor, and the last days of the campaign were concentrated upon Mey- 
ner’s support of a measure to allow workers on strike to draw unemploy- 
ment compensation. The re-election of Meyner, it is hoped, will cause 
those groups which are urging an all-out attack upon labor as a sound 
political tactic to re-consider. 

In the New Jersey state legislative races, four AFL-CIO members 
won election while two AFL-CIO members who were incumbents won 
re-election. Control of the state assembly changed parties. 

Other gains were made in local races in Pennsylvania while organiza- 
tional progress was made in Virginia despite an extremely unfavorable 
political climate. 


Improving Political Education Work 


Much of the work in 1957 has been directed toward improving our 
organization and raising the standards of political education work in the 
various communities in order that we may participate in the 1958 con- 
gressional elections more effectively. 

Registration remains one of the major problems of our organization 
in this field. In an effort to meet it, the Executive Council of the AFL- 
CIO in January, 1957 adopted a resolution setting forth the views of our 
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organization on the subject and calling upon affiliated organizations to 
take steps to establish permanent registration committees as standing 
committees of the local union. These registration committees have the 
two-fold task of checking union membership lists against official rosters 
and of conducting campaigns among unregistered trade union members 
and members of their families. 

This program of activity has been followed up by the Committee on 
Political Education. We are happy to report that 61 international and 
national unions now have specific programs dealing with this subject. 
The urgency of such programs may be indicated by a few examples. 


Urgently-Needed Programs 


A local union in Louisville compared its membership list with the 
poll list and found only 35% of the members registered. A local in 
Milwaukee found only 10% of its members qualified. A check of locals 
in Rock Island County, IIl., disclosed percentages running as low as 
19%. A united labor survey in 1956 in Indianapolis “found that the 
percentage of registered members varied by locals from a low of 23% 
to a high of 45% registered . . . Everyone was completely amazed.” 
In 1952 in Philadelphia, after a two-year campaign by the energetic 
LLPE and despite the winning of an American Heritage Award, a card 
check of 150,000 members showed the number of those registered in 220 
local unions to run as low as 45%; the over-all average was 65%. 

In Mecklenburg County, N. C., 20 locals in 15 different international 
unions, with a total membership of 12,000 people, found by a careful 
card check that only 14.09% were registered. In the poll tax state of 
Virginia, a 1956 check of 1,500 cards from 15 locals in Richmond showed 
only 100 had met the poll tax requirement and had registered. A 1957 
check of a local in Richmond shows 40% have paid their poll tax; a 
local in Staunton found only 109 out of 666 members had paid the tax. 
These members must also register to become qualified voters. 

In Jefferson County, Ala., where both poll tax and registration are 
required, 27 Steel, UAW and CWA locals checked their own cards with 
the voters’ lists in 1954—and learned that they had as few as 6.8%, 
5.7%, 5.5%, 4.8%, and 4% and even 1.6% qualified. (One local had 
63% but the next highest was 26.3%). The Alabama COPE-Womens 
Activities Division reports many locals are under one-third and some 
less than 10%. One local of 60 women had only 3 qualified. The estimate 
is 15% asa state average. 

The above surveys spurred the unions mentioned into active cam- 
paigns and the record shows that substantial progress can be made when 
the organizations put forth a real effort. In Multnomah County, Ore., 
the first check revealed only 42% registered, but a systematic and in- 
tensive campaign raised this to 76%. 

Cook County, Ill., LLPE found in 1948 that “our percentages were 
well below 50% registered” but the 1956 figure was “about 65%.” This 
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corresponded with Philadelphia’s rating. Results all depend on the local, 
however. Thus Local 134 of the Intl. Brotherhood of Electrical Workers 
maintains an average of 65 to 70% with a membership of 12,000 and 
an annual turnover of 3,000. Lodge 2064 of the Brotherhood of Railway 
Clerks got all but one of its 1080 members registered. 

COPE believes it has launched the basic registration program, es- 
sential to win elections, but that progress can not be made until we 
recognize that we are far from reaching our potential. 

This fact should spur our organizations into permanent, systematic, 
year round programs leading to full registration of our members and 
their families. 


Women's Activities Group Active 


The Women’s Activities Division of COPE has undertaken this regis- 
tration campaign as the major project of its organization and in the 
191 areas where Women’s Activities Divisions are established it is pro- 
viding volunteer workers to carry on the work of regisration offices. 

In 15 states full-time directors of Women’s Activities Divisions have 
been appointed and are serving on either an expenses-only or salary 
basis. Their efforts are directed toward the establishment of local divi- 
sions within their respective states. 

Another major problem with respect to our political efforts arises 
from the explosive reaction of minority groups to the current controversy 
over civil rights. In their proper and just concern with this problem 
there has been a tendency to adopt a single and all-inclusive standard 
of political judgment. Other vital questions of national policy are mini- 
mized and past performances forgotten. Understandable resentment is 
directed at friends as well as foes as revenge enters the political field 
as an issue. 

Unless action is taken by the labor movement to restore perspective 
to the situation there is danger that many of our friends and friends of 
the minority groups representing northern states will be the victims of 
this feeling in 1958. 

At the time of the writing of this report COPE has in mind a pro- 
gram of expanded activity in this area designed to reaffirm and cement 
the relationship between minority groups and the labor movement. 


Growing Recognition Of Need 


We have been much encouraged, both in 1956 and this year, by the 
growing recognition within our ranks that political organization and 
political education are full time jobs that must be tackled on a full time 
basis with trained, full-time personnel. 

This year, as in the past, the director and staff of the Committee on 
Political Education have conducted a series of 12 conferences around the 
country to which delegates from all local unions in the area, as well 
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as leaders, have been invited. Each year the attendance has increased 
and each year delegates have displayed an increasing political knowledge 
and enthusiasm. 

We cannot over-emphasize the value to our movement of these thou- 
sands of members with their understanding of politics and its relation- 
ship to the welfare of our organization. Neither can we stress too 
strongly the role these people play in preserving and strengthening our 
democracy at its grass roots. In thousands of communities across the 
land they are the spearhead of the forces of morality and decency, pro- 
viding skill and strength to those elements in the community genuinely 
concerned with maintaining representative government and anxious to 
cope with its problems. 

If we made no other contribution to the life of our nation, this 
bolstering of our country’s democratic base alone would justify all of our 
efforts and all of our expenditures. 

We believe we have made a good start in our efforts to increase 
labor’s political effectiveness and to give strength to labor’s voice in 
the legislative halls of our country. 

We believe we have been true to the traditions established by our 
predecessors, that we have contributed to our country’s welfare spirit- 
ually as well as economically, that we have avoided any temptations to 
put selfish interests above national interest. 

We feel certain that through our efforts, we have helped make our 
country stronger, more secure, and more promising for the generations 
that will succeed us. 


(For report of Committee on Political Education, see page 311.) 
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The National Economy 


The Economy's Downward Drift 


A downward drift of national economic activities became evident 
about mid-1957. It may continue into 1958, possibly developing into a 
general decline, unless steps are taken to reverse this trend. 

Generally prosperous conditions have prevailed in the past three 
years, but the strength of the national economy has been undermined 
by a growing lack of balance between investment and consumption. 
Whether or not the downward drift is halted by a change of defense 
expenditure policy, the long-run health of our national economy requires 
measures to improve the relationship between investment and con- 
sumption. 

National security requirements, as well as public services and social 
programs, have tended to be sacrificed in recent years to the prejudices 
of those in the Administration and Congress whose vision is limited by 
a legislated debt limit and narrow budget considerations. Recent events 
may force some belated change in national security programming—an 
urgently-needed change to policies based on world realities, rather 
than on petty penny-pinching prejudices. 

While the nation’s security requirements have lagged and public 
services have been neglected, a lack of balance has been developing 
between the economy’s ability to produce and its ability to consume. 

The boom in business investment in new plant and equipment, 
between the spring of 1955 and the end of 1956, was encouraged by the 
federal government and partially subsidized through a revival of the 
five-year write-off program and the deliberately designed stimulus to 
investment of the Administration’s 1954 changes in the tax structure. 
This boom, which rested upon the investment activities of the huge 
corporations that received most of the benefits of the Administration’s 
policies, was accompanied by weakening and sluggish consumer markets 
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The sharp 34% rise in plant and equipment outlays, between the 
spring of 1955 and the end of 1956, provided the general environment 
for continuing price increases that spread throughout the economy, 
despite slugish or declining demand in most markets outside of the 
capital goods field. The big business investment boom created pressures 
in the money market, as companies sought to supplement their internal 
financial resources with bank loans, bond issues and similar borrowed 
funds for investment in new plant and equipment. There were no 
shortages of goods or productive capacity during the capital goods 
boom, however, except temporary shortages that involved an insignificant 
number of items. 


Tight-Money Policy 


Rather than to improve the relationship between investment and 
consumption—and to seek policies that would restrain the price-raising 
ability of major price-leading corporations in key industries—the Admin- 
istration proceeded to tighten the money supply and to restrict the 
general level of economic activities. 

By the fall of 1957, interest rates had risen to their highest point 
in 25 years. The tight-money policy curbed the activities of many 
small and middle-sized businesses, family farmers and the construction 
of needed public-service facilities by state and local governments. It 
contributed to slowing down the rate of national economic growth. But 
it had little effect on the investment activities of the huge corporations— 
with their vast financial resources, readily available alternative sources 
for loans and government subsidies—that were largely responsible for 
the sharp rise of plant and equipment outlays. 

The wholesale price level increased rapidly from mid-1955 through 
the end of 1956, while retail prices, which traditionally follow whole- 
sale prices after a time-lag, started a continuing rise in early 1956. 
Organized business and its apologists have sought to pin the blame 
for rising prices on trade unions and the American method of collective 
bargaining, rather than to seek the cause in the high-price, high-profit 
margin policies of key industries and in government measures. 


Economic Growth Has Slowed Down 


Despite high and rising levels of business investment after the 
beginning of 1955, the boom did not spread beyond the capital goods 
field. The growth of the national economy as a whole has tended to 
slow down considerably since the end of 1955. Indeed, the physical 
volume of national output of all goods and services has increased only 
imperceptibly, if at all, in the past year. 

Residential construction started to slip in the spring of 1955—by 
last August, when the decline seemed to have halted, new non-farm 
housing starts had dropped more than 20% below May 1955. Consumer 
hard-goods markets, such as automobiles and appliances, began to 
weaken in the final months of 1955 and have remained relatively weak 
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since then. Industrial production has moved up and down, within a 
narrow range, in the past two years, and is now back to the level of 
the final months of 1955. Farm income has remained at low levels, after 
several years of continued decline. 

There was a general lull in economic activities, from the fall of 
1956 to the middle of 1957. Industrial production was slipping, except 
for a temporary rise last December. The volume of new construction, 
after accounting for price changes, was likewise slipping. Business 
investment in new plant and equipment, adjusted for price increases, 
began to level off at the start of 1957. The physical volue of retail sales 
increased only slightly between the fourth quarter of 1956 and the 
spring quarter of 1957. Increases in government spending, foreign 
trade and the sale of consumer services, however, helped to prevent a 
general decline. 

Up to last spring, non-farm employment, generally, improved slowly 
—largely in trade, services and government—although manufacturing 
employment moved down; by May, non-farm employment began to level 
off, except for seasonal changes. The buying power of total after-tax 
personal income rose merely a little over 1% between the spring quarter 
of 1956 and the same period of 1957, while the buying power of after- 
tax per capita income slipped by more than one-half of one percent. 
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By the past summer, a downward drift in national economic activi- 
ties became evident. New orders placed with manufacturers continued 
the decline that had set in at the beginning of the year. The back-log 
of unfilled orders continued to drop—between December and July, they 
dropped almost 9% and were continuing to fall. Exports started to 
slip. Most markets, last summer and fall, were weak or sluggish, 
including the capital goods markets that had been booming in the last- 
half of 1955 and 1956. 

With the installation of billions of dollars of new plant and equip- 
ment—and additional new plant and equipment being installed—there 
were growing gaps between productive capacity and actual output. 
Government surveys indicated that plant and equipment outlays were 
expected to dip towards the end of 1957. Bound by a Congressional 
debt limit, which it refused to request Congress to reconsider, the 
Administration began to cut defense expenditures, with particular effect 
on aircraft and related industries. Although retail sales turned up, 
there was no indication that they would be strong enough to lift the 
saging levels of national economic activities. Reflecting this changing 
situation and declining business expectations, the stock market, likewise, 
began to decline. 


Gap Between Plant Capacity and Output 


Gaps between capacity and output will continue to grow in the 
coming months, with large additions to productive capacity coming into 
operation, unless sales improve substantially to sustain high and rising 
output. 

An upward revision of defense expenditures may halt the current 
downward drift, but it will not redress the lack of balance between 
investment and consumption. Should the Administration continue its 
planned reduction of defense expenditures, however, a substantial rise 
in sales in the coming months will have to be based almost solely on 
consumer activities. 

Consumer markets are being tested now by the automobile industry 
and others. Unfortunately, there has been little improvement in con- 
sumer buying power in the past year or more. Total after-tax personal 
income has risen, but price increases have eroded the buying power 
of much of that improvement. After accounting for population growth, 
as well as price rises, the buying power of per capita after-tax personal 
income has slipped since the spring of 1956. 

If a substantial pickup in sales fails to materialize, businessmen 
will probably reduce their inventories, cut production schedules, and they 
may further postpone their plans for building additional plants and 
buying new equipment. Such actions would result in a general eco- 
nomic downturn, with widespread cutbacks of output, scheduled work- 
ing hours and employment. 

Despite the growth of danger signs since the start of 1957, the 
Administration did nothing to bolster consumer activities or strengthen 
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the long-run health of the economy by improving the relationship 
between investment and consumption. On the contrary, the Adminis- 
tration opposed suggestions for some reduction of personal income taxes 
that would strengthen consumer buying power. It also continued its 
tight-money policy which restricts the general level of economic activi- 
ties. Indeed, many observers believe that some Administration leaders 
would welcome an economic recession. 
Several private and public measures are needed. 


The nation requires adequate defense, regardless of economic trends. 
Human and material resources to meet that requirement are abundant. 

Whether or not changes are made in national security programming, 
the long-run health of the national economy requires an improved 
relationship between its ability to produce and its ability to consume. 
If increasing dependence on government intervention in the economy 
is to be avoided, it is not possible to concentrate resources and efforts 
in expanding productive capacity and improving productive efficiency 
for too long, while permitting consumer markets to lag, without the 
disturbing consequences of general economic declines. 


Business Investment Is Levelling Off 
BUSINESS OUTLAYS FOR NEW PLANT & EQUIPMENT 


IN BILLIONS 
OF DOLLARS 
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Economic growth and the maintenance of full employment—to which 
the government is committed under the Employment Act of 1946— 
should be restored as the major goal of domestic economic policy. 


Unbalanced Investment and Consumption 


The national economy has been unbalanced, in recent years, by 
increased emphasis on business investment, accompanied by lagging 
consumer activities. Underlying this lack of balance has been an 
unbalanced flow of spendable cash to the corporate and consumer sec- 
tors of the economy. 

This condition is unfair to the consuming public, particularly to 
the vast majority of American families who are in the low- and middle- 
income groups. It has already begun to undermine the soundness of 
our economy—witness the declining rate of economic growth and the 
downward drift of economic activities during much of 1957. Continua- 
tion of such an unbalanced condition can, over the long run, sap the 
health of our economic system. 

Plant and equipment outlays were not in a seriously-depressed con- 
dition when the capital goods boom started in 1955. Nor were they low 
in relation to consumption. 

Business investment in new plant and equipment had been rising 
at an extremely sharp rate since the end of World War II. These out- 
lays rose 139% between 1945 and 1950—a period when business 
attempted to make up for low investment during the many depression 
and war years. In 1950, business investment in new plant and equip- 
ment was $20.6 billion. 

As a result of the Korean war and the defense mobilization program, 
the government stimulated a further sharp rise in business investment 
in new plant and equipment in 1950, through the 5-year depreciation 
program for facilities that were considered defense-related. The defense 
relationship of many of those facilities has been hardly more than 
theoretical. 

While government defense expenditures increased and business out- 
lays for new plant and equipment rose during this defense build-up 
period, the government followed a policy of restraining personal con- 
sumption, through income and credit restraints and higher taxes. 
Between 1950 and 1953, business investment in new plant and equip- 
ment rose an additional 37% while consumer expenditures for goods 
and services increased 19%. 

As the share of the gross national product that went for national 
defense rose from 6.5% in 1950 to 14.2% in 1953, the share that went 
for plant and equipment outlays increased from 7.2% in 1950 to 7.8% 
in 1953. But the share of total national output that went for personal 
consumption was depressed from 68% in 1950 to 63.5% in 1953. 

The period following mid-1953—after the end of the Korean war 
and the peak of the national defense build-up—should have seen the 
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growth of a new balanced relationship between investment and con- 
sumption. The development of such a balance would have required 
private and public policies to strengthen consumer buying power and 
to stimulate consumer activities. 

In 1954, as in 1949, the lack of balance between investment and 
consumption brought a general economic downturn. The downturn 
brought a 5% decline in business outlays for new plant and equipment 
and merely a 2.6% increase in consumer spending. It also brought 
business and government policies that placed all-out emphasis on stimu- 
lating new plant and investment—policies that created an accentuated 
lack of economic balance. 

Between 1954 and 1955, during the recovery from the 1954 down- 
turn, both business investment in new plant and equipment and per- 
sonal consumption expenditures rose at approximately similar rates. 
While the increase in consumer spending slowed down in the latter 
months of 1955, however, business outlays for new plant and equipment 
continued their rapid rise. The capital goods boom was on its way. 

Business investment in new plant and equipment rose more than 
22%, between 1955 and 1956—from $28.7 billion to $35.1 billion— 
while consumer spending for goods and services increased 5% and 
expenditures for residential construction dropped almost 8%. Capital 
goods outlays, whose purpose is to increase productive efficiency and 
capacity, rose several times more rapidly than consumer spending. 


Biggest Corporations Expanded Rapidly 


Most of this rise in capital goods outlays was from the investment 
activities of big corporations that received most of the benefits of the 
government’s tax concessions and whose high-price, high-profit margin 
policies helped to produce vast internal financial resources. 

The capital goods boom was a period in which the large corporations 
expanded their capacity, improved their productive efficiency and 
increased their share of all fixed assets. Of the $28 billion rise in the 
original cost book-value of property, plant and equipment of manu- 
facturing corporations, between the second quarter of 1955 and the 
same period of 1957, according to the Federal Trade Commission and 
the Securities and Exchange Commission, the large corporations with 
assets of over $100 million accounted for an increase of $22.5 billion 
in the book-value of their property, plant and equipment—over 80% 
of the total. These large manufacturing corporations increased their 
share of the net fixed assets, after depreciation, of all manufacturing 
corporations from 62.3% in the second quarter of 1955 to 65.8% in 
the same period of 1957. 

As the national defense share of gross national product declined 
after 1953, the share that went for personal consumption increased 
slightly, while business investment continued to move up. 

From 1953 through 1956, the share of total national output that 
went for defense declined from 14.2% to 10.2%. The share that went 
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for business investment in new plant and equipment that had risen 
between 1950 and 1953, continued to rise from 1953 through 1956— 
from 7.8% to 8.5%. But the depressed share of total national output 
that went for personal consumption increased merely from 63.5% in 
1953 to 64.4% in 1956. In the first-half of 1957, this condition continued; 
plant and equipment outlays accounted for 8.6% of total national out- 
put, while the share that went for personal consumption was 64.4%. 

The depressed share of total national output that went for personal 
consumption hardly improved from 1953 through the first-half of 1957, 
despite the declining share that went for national defense. This condi- 
tion rested on an inequitable flow of spendable cash to the corporate 
sector of the economy. 


Unbalanced Flow of Spendable Cash 


The flow of spendable cash to corporations rose somewhat more 
rapidly than did after-tax personal income between 1946 and 1953. In 
the following years, this disparity between the flow of spendable cash 
to corporations and to consumers grew considerably. 
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Profits After Taxes & 


Distributed to 
Stockholders 


Kept by 
Corporation 


49 50 51 52 53 54 55 56 Ist half, 
1957** 


“All U. S. corporations, excluding banks and insurance 
**AFL-CIO Research Department estimate. 


Source: Department of Commerce. 


Between 1946 and 1953, the cash-flow to corporations (profits after 
taxes, plus depreciation allowances) rose almost 62%, while after-tax 
personal income, including corporate dividend payments to stockholders, 
increased 57%. Between 1953 and 1956, the cash flow to corporations 
grew 33%, in contrast to a rise in after-tax personal income of 15%. 
It was this unbalanced flow of sepndable cash that helped to produce 
the 1955-1956 capital goods boom and lack of balance between investment 
and consumption. These unbalanced conditions, in turn, were the result 
of business and government policies. 

At the end of 1953, for example, the excess profits tax that had 
been adopted after the start of the Korean war, was terminated. This 
tax had been paid, for the most part, by the large corporations in 
heavy goods industries, where administered prices, rather than price 
competition, generally prevail. 

Despite the termination of the excess profits tax, the decline in output 
and sales during the 1954 downturn, and the rise in productivity, the 
average wholesale price level of industrial goods actually rose slightly 
between 1953 and 1954. There were advances in the wholesale prices 
of goods as iron and steel, produced by administered price industries, 
while the prices of many soft goods items of the more competitive 
industries were reduced. 

In the face of the general economic decline, the large manufacturing 
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corporations, with assets of $100 million and more, were able to main- 
tain their 1953 rate of return on stockholders’ equity at 11.8%, accord- 
ing to the Federal Trade Commission and the Securities and Exchange 
Commission; in contrast, after-tax profits of small manufacturing 
corporations, with assets of less than $250,000, dropped from 7.3% 
of stockholders’ equity in 1953 to a 3.2% rate of return in 1954. Most 
of the large corporations in administered-price industries, such as steel, 
auto and oil refining, were able to maintain or increase their profit 
margins, through high prices, although sales generally declined. 


Government Help for Plant Expansion 


In 1954, the Administration strongly urged upon Congress a number 
of inequitable tax revisions. The most important of these changes in 
the tax law were: 1) to permit corporations to accelerate the deprecia- 
tion of their facilities, and 2) to grant special tax reductions on 
dividend income to stockholders. The aim of the Administration’s pro- 
posals, which were adopted in modified form, was to provide government 
assistance for business investment in new plant and equipment. 

George Humphrey, who was then Secretary of the Treasury, stated: 
“Our tax program ... seeks to stimulate the investment of savings to 
buy the products of heavy industry.” In support of the rapid deprecia- 
tion proposal, Mr. Humphrey declared that “here, again, the purpose 
is to stimulate ... plant expansion and modernization .. . less restrictive 
rules than at present for writing off the investment in machinery or 
plant will encourage modernization and rebuilding of more efficient 
plant equipment.” 

This tax policy and the high-price, high-profit margin policy of 
the large corporations, helped to produce the capital goods boom of 
1955-1956 and the inequitable flow of spendable cash on which the one- 
sector boom rested. This unbalanced condition, which was stimulated, 
in part, by government policy, was aggravated further by additional 
government assistance to the investment activities of big corporations. 

In late 1955 and in early 1956, the government revived the 5-year 
write-off program as a large-scale operation, after several years of 
declining importance. Towards the end of 1955, the amounts certified 
for 5-year write-offs began to rise sharply—for many facilities whose 
relationship to defense is far-fetched. By the first three months of 
1956, the grants of these government subsidies—which went over- 
whelmingly to big corporations—were as high as they had been during 
the Korean war. By the time this revival of the government subsidy 
to business investment occurred, the capital goods boom had already 
been under way, and it supplied added fuel to the fires of the one-sector 


boom. 
Depreciation Allowances 


Government tax policies relating to depreciation joined with business 
pricing policies to provide a rapidly rising flow of spendable cash to 


corporations. 
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Corporate depreciation allowances have risen sharply, from $7.8 
billion in 1950 to $11.8 billion in 1953, $16.7 billion in 1956 and a yearly 
rate of $18 billion in the first-half of 1957 (all U. S. corporations, ex- 
cluding banks and insurance companies). Since depreciation allowances 
are listed as a current cost of doing business, sharply rising depreciation 
allowances, under the government’s tax concessions, tend to understate 
corporate profits. Examination of corporate profits, alone, misses the 
effect of tax concessions on how profits are calculated and the significant 
importance of rising depreciation allowances that result from those 
concessions. 

The Department of Commerce estimates that $3 billion of the $16.7 
billion corporate depreciation allowances in 1956—18% of the total— 
was accounted for by the excess of those allowances, permitted under 
the 5-year depreciation program and the 1954 tax revision, over previous 
normal methods of depreciation. Corporate profits, before taxes, in 1956, 
therefore, were understated by about $3 billion; corporate profits, after 
taxes, were understated by about $1.5 billion; and the federal govern- 
ment lost approximately $1.5 billion in revenue, as a result of those tax 
concessions. 

An article in the September 1957 issue of the “Survey of Current 
Business” published by the Department of Commerce, states: “The rapid 
postwar rise in depreciation allowances which was general throughout 
industry reflects both basic factors and special influences related to tax 
law changes ... As the record-breaking postwar spending program pro- 
ceeded—generally speaking, involving greatly expanded physical capacity 
purchased at rising costs—the depreciable asset base and depreciation 
allowances were steadily increased. 

“The rapid amortization provisions of the 1950 revenue law gave a 
special impetus to depreciation allowances. This was concentrated in 
the heavy goods manufacturing industries, public utilities, and rail- 
roads . . . The excess of these accelerated allowances . . . over the 
amounts determined by permitted alternative methods of computation 
accounted for roughly $2 billion, or over one-eighth of total depreciation 
in 1956... The allowances claimed under the 1954 provisions amounted 
to somewhat less than $1 billion in that year; they are estimated to 
have been in excess of $3 billion in 1956, Of the more than $2 billion 
rise in 1955 and 1956, about half represents the increment over deprecia- 
tion computed on a straight line basis.” (Our emphasis.) 

The plant and equipment boom that rested on these business and 
government policies—tax concessions and pricing practices—did not 
spread to other parts of the economy. Indeed, many consumer markets, 
such as hard-goods and home-building, were declining or weak, while 
business investment alone was booming. 

In mid-1957, George Humphrey, the leading Administration advocate 
of the tax policies that contributed to the unbalanced condition, admitted 
the lack of economic balance and blamed it for rising prices. He de- 
clared: “During late 1955 and 1956, price increases stemmed basically 
from a massive increase in capital expenditures . . . the capital goods 
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boom which emerged in 1955 was of enormous proportions . .. The rise 
in consumer incomes and in the demand for consumer goods was sub- 
stantially less than the increase in demand for capital goods.” 


The Cause of Recent Price Rises 


This “massive increase in capital expenditures,” created pressure on 
the available supply of lendable funds after the middle of 1955. There 
were no prolonged shortages of goods or productive capacity, however, 
although there were temporary shortages of a few items related to the 
investment boom. That one-sector boom could not have been the only 
cause or primary cause of those price boosts that spread through most 
parts of the economy, including relatively weak or declining markets 
outside of the capital goods field. Neither could the investment boom 
have been the primary cause of the price increases that were put into 
effect after capital goods outlays began to level off. 
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The average wholesale price level for industria] goods rose almost 
8% in the 18 months from June 1955 through December 1956, Since 
then, it has crept up slowly. These wholesale price boosts applied up- 
ward pressures on consumer prices. The retail price level started to 
rise after February 1956. By August 1957, the Consumer Price Index 
was 5.6% above February 1956. 

An examination of prices for several different types of goods indi- 
cates that the price increases, after mid-1955, were not based on ex- 
cessive demand for a wide variety of goods in short supply. It indicates, 
too, that the major pressures arose from key administered-price indus- 
tries which have sheltered themselves from price competition and in 
which the dominant price-leading corporations have pursued high-price, 
high-profit margin policies, These same industries generally maintained 
or advanced their prices, even during the 1954 downturn; they have also 
been among the major beneficiaries of government tax concessions. 

Wholesale prices of iron and steel rose 20% between mid-1955 and 
the end of 1956. Despite the levelling off of the investment boom and the 
decline in steel output in 1957, however, wholesale prices in this admin- 
istered price industry advanced an additional 4.5% between December 
1956 and August 1957. In June, when the basic steel industry announced 
its most recent price boost, it was operating at 85.5% of capacity and 
the output rate was declining—to 78.7% of capacity in July, 81.3% in 
August and 82.1% in September. 


Rising Prices, Declining Output 


Automobile sales and output dropped sharply during the capital 
goods boom between 1955 and 1956. But wholesale prices of motor 
vehicles rose 10% between June 1955 and the end of 1956. This ad- 
ministered-price industry held its wholesale price level in 1957, although 
sales and output remained considerably below 1955, and the industry 
announced that price boosts would probably be forthcoming on its 1958- 
models, Wholesale petroleum prices, which slipped only slightly during 
the 1954 downturn, rose over 8% between mid-1955 and the end of 1956 
and they increased an additional 3.8% between December 1956 and 
August 1957. 

In contrast, wholesale prices of the cotton textile industry, with a 
fairly high degree of price competition, declined during the 1954 re- 
cession and increased somewhat over 2% between mid-1955 and Decem- 
ber 1956. With the economic lull in 1957, cotton textile prices declined 
again and in August 1957, they were below the average for 1953. 
Wholesale prices of the fairly competitive lumber industry likewise 
slipped during the 1954 downturn, and since the start of 1955, they have 
fluctuated in response to demand; in August 1957, they were at about 
the 1953 level. 

The pricing policies of the key industries with administered price 
structures have resulted in high profits and high rates of return on 
investment. In the first quarter of 1957, before the latest steel price 
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increase was announced, profits before taxes of the industry’s price- 
leader, U. S. Steel, were at a yearly rate of $1.80 for each hour worked 
by each employee—up 30% from its previous record profits per manhour 
in 1955. The corporation’s profits after taxes were at an annual rate of 
89.8 cents per manhour. 

According to the September 7, 1957 issue of Business Week, the auto 
companies price their cars to produce a profit return of 20% on invest- 
ment—a very high rate of return—when operating at only 80% of 
capacity. Under this pricing method, according to Business Week, “any 
sales above standard volume (above 80% of capacity) boosts profits 
disproportionately and if sales fall below, the results is simply a return 
on investment of less than 20%” 

The steel industry’s after-tax profits were at a 13.4% rate of return 
on stockholders’ equity during the first half of 1957, despite weakening 
sales and output; the rate of return for the motor vehicles industry was 
17.1%; and in petroleum refining, it was 13.1%, according to the Federal 
Trade Commission and the Securities and Exchange Commission. At 
these high rates of return, in a period of sluggish demand, the original 
value of an investment could be gained back in 6 to 8 years. 


Pressures From Administered-Price Industries 


Upward price pressures spread through most parts of the economy 
from the key administered-price industries, after the middle of 1955— 
first lifting the level of wholesale prices and, later, the level of consumer 
prices. These price pressures have been an obvious burden to consumers. 
They have also been a burden to many small- and medium-sized busi- 
nesses, in more competitive markets, that cannot easily pass through 
the administered-price boosts. Business failures, largely among smaller 
firms, rose to 12,686 in 1956, or a rate of 48 per 10,000 firms—higher 
than in any year since World War II. 

With high profits, based on high prices, the administered-price indus- 
tries have been generating large internal financial resources. Added to 
these profits have been high and rising depreciation allowances, under 
federal tax laws. These internal financial resources (depreciation allow- 
ances plus retained profits, after payment of taxes and dividends) provide 
“costless capital” that free the corporations from reliance on new stock 
issues for investment funds. 

The general public—as consumers and tax payers—has been paying 
for a significant portion of business investment in new plant and 


equipment. 
Internal Financing Through High Prices 


“Throughout most of the postwar period,” states the lead-article in 
the September 1957 issue of the Survey of Current Business “internal 
financing provided the major, and indeed growing, share of financing for 
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most of industry.” Of the $213.3 billion of new plant and equipment 
investment of all U. S. corporations (excluding banks and insurance 
companies), between 1947 and 1956, only $21.5  billion—10%—was 
financed by floating new stock issues. 

The major portion of funds for new business investment, since 1946, 
has been from internal resources—retained profits, after taxes and divi- 
dends, plus depreciation allowances. These internal funds have been 
supplemented through bonds and loans, which are paid back and do not 
extend ownership in the corporations. Even in the high-investment year, 
1956, new stock issues accounted for merely 10% of the plant and 
equipment outlays of all corporations. 

The only group of industries that has relied on new stock issues, to 
any significant degree in the postwar period, has been public utilities 
and communications. 

During the 10 years, 1947-1956, new stocks issued by public utility 
and communications corporations accounted for 26% of the $52 billion 
they invested in new plant and equipment. In these industries, prices are 
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Most of the funds for new plant and equipment came from the internal resources 
of the corporations. New stock issues accounted for only 10% of plant and equip- 
ment investment. 

Source: Department of Commerce. 
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generally regulated by state and federal agencies to hold down profit 
margins and rates of return on investment. Since these industries 
depend on new stock issues to a significant degree, they pay out most 
of their after-tax profits as dividends to stockholders, in order to keep 
their stock attractive to investors. Thus, their retained profits, after 
payment of taxes and dividends, are comparatively small and the bulk of 
their internal financial resources are from depreciation allowances. Their 
internal financial resources are relatively low, by comparison with high- 
price, large profit margin industries, and they rely, to a greater degree 
than other industries, on new stock issues for raising investment funds. 


In contrast, manufacturing and mining corporations hardly rely on 
new stock issues at all. The overwhelming source of their investment 
funds is from retained profits and depreciation allowances. High prices 
and large profit margins are an important factor in these industries, 
particularly in administered-price markets. They pay out a relatively 
small portion of after-tax profits as dividends to stockholders—by com- 
parison with previous prosperous periods. Their retained profits, as well 
as depreciation allowances, are large, and they depend on new stock 
issues to a minor extent. In the 1947-1956 period, new stock issues 
accounted for merely 3% of their $109.9 billion outlays for new plant 
and equipment. 

In 1956, new stock issues were a little over one percent of the new 
plant and equipment investment of manufacturing corporations. It was 
this overwhelming reliance on internal financing, supplemented by loans 
and bond issues, that applied pressures on the available supply of lend- 
able funds and on the price level. 

The methods for financing new investment by corporations in trans- 
portation, wholesale and retail trade are similar to those in manufac- 
turing and mining. Between 1947 and 1956, railroad corporations 
invested $11.7 billion in new plant and equipment, but reduced their 
total amount of stock by $200 million, rather than floating new stock 
issues. The total amount of new stock issued by wholesale and retail 
trade corporations, between 1947 and 1956, was less than $50 million, 
in a period when these corporations invested $14.6 billion in new plant 
and equipment. Corporations in transportation other than rail invested 
$11.1 billion, between 1947 and 1956, while their new stock issues were 
also below $50 million. 

Although business still speaks about risk capital and the need for 
thrifty individual investors, business generally relies on internal 
financing, supplemented by borrowed funds, rather than new stock issues. 
Internal financing depends upon large depreciation allowances and large 
retained profits. In recent years, tax concessions helped to produce 
rising depreciation allowances and high-price and large profit margin 
policies, particularly by administered-price industries, helped to produce 


large retained profits. 

High prices, paid by customers, and federal taxes, paid by taxpayers, 
have contributed significantly to the new plant and equipment that 
produces goods and profits for private corporate enterprise. 
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Tightening of the Money Supply 


faced with problems that largely flowed from these government and 
business policies—rising prices and pressures on the available supply of 
lendable funds during the 1955-1956 capital goods boom—the govern- 
ment proceeded to tighten the money supply. 

Interest rates rose to their highest levels in nearly a quarter of a 
century. The general tight money policy and high interest rates made 
it increasingly costly and difficult for small- and medium-sized business, 
farmers, consumers, states and local governments to borrow money. 
Indeed, it made it increasingly expensive for the government, itself, to 
borrow money required for government operations, This policy, too, 
contributed to slowing down the rate of national economic growth. The 
tight-money policy, however, hardly affected the booming investment 
activities of the big corporations, with their internal, financial resources 
and numerous alternative sources for borrowing funds. 

While the tight-money policy was a burden to home builders and 
most sectors of the economy, it had little effect on the capital goods 
boom itself, which rested largely on the outlays of the big corporations. 
Prices continued to rise, despite tight money and high interest rates. 

The government’s very own economic policies—its tax concessions 
and subsidies to big corporations and its unwillingness to restrain the 
price rises of key administered-price industries—contributed to the 
creation of a vicious circle. Big corporations generally pursued their 
high-price, internal financing policies and received the benefits of gov- 
ernment tax concessions and subsidies; they expanded their capacity, 
improved their productive efficiency and increased their share of fixed 
capital assets. Smaller businesses, in more competitive markets, how- 
ever, found it harder to borrow money and more difficult to compete with 
the government-subsidized large corporations that generally operate in 
more sheltered markets. Government policies contributed to the prob- 
lems that its general tight-money policy helped to aggravate and could 
not solve. 

Balanced economic growth, during peacetime conditions, requires an 
equitable and balanced flow of spendable cash to the various sectors of 
the national economy. It requires some restraints on the high-price 
high-profit margin policies of the dominant corporations in major admin- 
istered-price industries. It also requires an end to government policies 
that encourage and partially subsidize internal financing, supplemented 
by borrowed funds, as the overwhelming means of raising investment 
funds. 

Problems concerning the price level will persist, even in the absence 
of widespread excessive demand for various types of goods in short 
supply, as after mid-1955, so long as key industries can successfully 
pursue policies and practices to maintain or advance prices during 
periods of declining sales and boost prices sharply when sales rise—so 
long as such industries can sustain high-price, high-profit margin 


practices. 
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Employment and Wages 


Total employment has followed the national trend of economic activ- 
ities. Average employment rose from 63.2 million in 1955 to 65 million 
in 1956. Unemployment, which had been 5% of the civilian labor force 
in the downturn year, 1954, declined to 4% of the labor force in 1955 
and 3.8% in 1956. During the first nine months of 1957, the improve- 
ment in total employment began to level off and unemployment was 
somewhat greater than in 1956. In August and September, total employ- 
ment was below comparable months of the previous year. 

Despite generally prosperous conditions during the past two years, 
a number of industries experienced job losses and a decline in sched- 
uled working hours. A significant number of communities likewise failed 
to share in the nation’s general prosperity. In September 1956, unem- 
ployment was 6% or more of the labor force in 24 of the nation’s 149 
major production and employment centers and in 59 smaller communi- 
ties. Substantial unemployment existed in 24 major labor market areas 
and 62 smaller ones, in September 1957, according to the Department 
of Labor. 

Gains in non-farm wage and salary jobs, in recent years, have been 
concentrated in white collar, trade, services and government, and in 
contract construction. Employment on Class 1 railroads has been 
declining—continuing a long-term trend. While mining employment has 
improved in the past two years, it is, in 1957, merely back to the 1953 
level and considerably below most postwar years. 

Employment in manufacturing industries picked up after the 1954 
downturn, but the pick-up ended towards the end of 1956, before 
employment returned to the level reached in 1953. Jobs in manufac- 
turing have been slipping since the start of 1957. The considerable drop 
of production and maintenance jobs in factories have been only par- 
tially offset by increasing white collar, technical and supervisory jobs 
in manufacturing industries. Total manufacturing employment, in 
1957, has been about 300,000 below the 1953 peak of 17.2 million—a 
drop of almost 2%—while manufacturing output has been about 7% 
above the level of 4 years ago. 

With the lull and downward drift of economic activities in 1957, the 
total number of non-farm wage and salary jobs has remained about 
the same since May, except for seasonal changes. Jobs in manufacturing 
and contract construction have been slipping since May, after accounting 
for seasonal changes, while other types of non-farm employment have 
remained the same or have shown only slight improvement. 


Union Activities Helpful to Buying Power 


Gains in wages, salaries and fringe benefits, achieved through col- 
lective bargaining have helped to bolster family incomes and consumer 
buying power. Improvements in real wages and salaries, in recent 
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years, have been rather modest. Despite the organized business attacks 
on these gains as “inflationary,” there is no evidence that the improve- 
ment in real wages and salaries has been excessive, Indeed, real wages 
have actually declined in 1957, as rising consumer prices outstripped 
wage gains. 

Average hourly earnings of manufacturing workers rose from $1.77 
in 1953 to $1.81 in 1954, $1.88 in 1955 and $1.98 in 1956. Adjusted for 
price changes, real hourly earnings of factory workers rose 1.7% in 
1954, 4.4% in 1955 and 3.7% in 1956. The buying power of factory 
workers’ average weekly earnings slipped slightly in 1954. With the 
increase in scheduled working hours, after the 1954 downturn, the buy- 
ing power of average weekly earnings of manufacturing workers rose 
6.8% in 1955; as working hours slipped in 1956, the rise in that year’s 
weekly buying power was 3%. 

From December 1956 through August 1957, average hourly earnings 
of manufacturing workers rose merely from $2.05 to $2.07; real hourly 
earnings actually declined 1.5%. The buying power of average weekly 
earnings of factory workers dropped 4% from December 1956 to August 
1957. 
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In building construction, average hourly earnings rose from $2.48 in 
1953 to $2.60 in 1954, $2.66 in 1955 and $2.80 in 1956. Real hourly 
earnings of building construction workers rose 4.4% in 1954, 2.7% in 
1955 and 3.7% in 1956. The buying power of construction workers’ 
weekly earnings rose 2.3% in 1954, 2.6% in 1955 and 4.3% in 1956. 

Between December 1956 and August 1957, hourly earnings of build- 
ing construction workers rose from $2.89 to $2.96, but real hourly 
earnings slipped. As a result of a seasonal increase in working hours, 
the buying power of weekly earnings of construction workers rose 
almost 3% between December 1956 and August 1957. 

Most other groups of organized wage and salary earners gained 
similar improvements in the past two years. These gains tended to 
spread to unorganized working people—helping to strengthen the econ- 
omy’s mass consumption base. The decline of real earnings for many 
groups of wage and salary earners in 1957 is an indication of the need 
for significant wage and salary gains in the period ahead. 

Improvements in wages, salaries and fringe benefits—as well as the 
American method of collective bargaining—have been under constant 
attack from organized business and its apologists ever since the end 
of World War II. The organized business attack reached a high pitch 
this year, in an effect to convince the American people that wage and 
salary improvements have been pushing up the price level. This con- 
tinuing widespread attack on the effects of collective bargaining has no 
foundation in fact. 

Between 1953 and the third quarter of 1957, wholesale prices of 


industrial goods rose more than 10%. The facts reveal that this boost 
in the prices of industrial goods could not have been caused by the 
collective bargaining gains of factory production and maintenance 


workers. 


Unit Labor Costs Remain Stable 


In that period of rising prices, part of the union-won improvements 
in wages was made to compensate workers for increasing living costs, 
which rose over 6%. Despite that fact, the unit labor costs of factory 
production and maintenance workers (based on hourly earnings) in 
manufacturing industries were approximately the same in the third 
quarter of 1957 as in 1953. Wages increases for production and main- 
tenance workers, between 1953 and the third quarter of 1957, have been 
offset by advancing output per manhour of work. If the cost of improved 
fringe benefits were added to the gains in hourly earnings, the entire 
unit labor cost of factory production and maintenance workers in manu- 
facturing industries increased about 2%—while wholesale prices of 
industrial goods rose over 10%. The cause of price boosts for manu- 
factured goods has certainly not been the wage and fringe benefit gains 
of factory workers. : 

A Bureau of Labor Statistics study of the private non-farm part 
of the economy (including all private industrial, commercial and service 
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activities), in the post-war period, reveals that unit labor costs have not 
been pushing up the non-farm price level, Non-labor costs (such as 
profits, depreciation, taxes) per unit of output, according to this study, 
were moving up ahead of wages, salaries and fringe benefits per unit 
of output during most of the post-war period. Non-farm wages, salaries 
and fringe benefits per unit of output, caught up with the postwar rise 
of non-labor unit costs in 1956 and have probably been lagging some- 
what behind non-labor costs this year. 

The Bureau of Labor Statistics study states: “The index for unit 
labor costs was lower than the price index for every year prior to 1956, 
although the difference was very slight and probably insignificant in 
1953 and 1954.” In other words, non-farm prices were rising faster 
than private non-farm unit labor costs, between 1947 and 1956, except 
in the one year, 1956, when they caught up with each other. 

In explaining this study, Mr. Ewan Clague, Commissioner of Labor 
Statistics, declared that “unit labor costs for most of the post-war years, 
as compared to 1947, lagged behind non-labor costs . . . unit labor costs 
finally caught up in 1953, but they fell behind in 1954 and 1955 (two 
good productivity years), and caught up again with non-labor costs 
in 1956.” 


Wage Increases Not Responsible for Price Rises 


The June 1 issue of Busines Week reported its interpretation of the 
Bureau of Labor Statistics study: “One obvious way of trying to deter- 
mine which caused which would be to measure whether labor costs or 
prices moved up first. Subjected to this test, unit labor costs seem to 
have followed prices uphill through most of the post-war years—and 
particularly in those years when the inflationary heat was most intense.” 

Unit labor costs in the entire private non-farm part of the national 
economy—including expanding service activities, in which productivity 
has improved at a slow pace—as well as in manufacturing alone, there- 
fore, have not been responsible for the rising non-farm price level, as 
anti-labor proyagandists maintain. The unit costs of wage, salary and 
fringe-benefit improvements in slowly-rising productivity parts of the 
economy, such as services, have tended to be offset by rapidly rising 
productivity in other parts of the private non-farm economy. The non- 
farm price level has risen under peacetime conditions, as in recent years, 
not because of pressures from non-farm unit labor costs, but because 
industries, with rapidly rising productivity and large profit margins, 
have refused to share the benefits of industrial progress with consumers. 

The organized business propaganda claim that wages, salaries and 
fringe benefits have risen faster than the economy’s productivity, like- 
wise has no basis in fact. Bureau of Labor Statistics estimates indicate, 
according to Mr. Clague, that “real compensation per hour for all 
employees in the private non-agricultural economy (real wages, salaries 
and fringe benefits) lagged behind the productivity of all persons in the 
total private economy for the entire 1947-56 period.” 
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Since the end of World War II, there have been three periods of 
rapidly rising prices—1946-1948, immediately after the war’s end; mid- 
1950 to mid-1952, after the outbreak of the Korean War; and the period 
following mid-1955. 

In the period, 1946-1948, prices rose sharply, following the end of 
the war and war-time controls, reflecting the unleashing of pent-up 
demand for all types of goods, that was accompanied by speculation 
and profiteering. After the outbreak of the Korean war in June 1950, 
wholesale prices rose sharply for nine months and retail prices moved 
up rather steadily until mid-1952, as a result of scare-buying, inventory- 
building, profiteering and excessive speculation. All during this post 
World War II period, one of the pressures on the price level has been 
the pricing policies of the price-leading companies in key administered- 
price industries. In the period after mid-1955, the major cause of rising 
prices has been the high-price, high-profit margin policies of key 
industries—in which prices are set, not by competition, but by the 
dominant firms, to produce large profit margins. P 

In a free economy, the price level is a composite of the movements 
of various prices. The price level could remain relatively stable, under 
peacetime conditions without excessive demand for a wide variety of 
goods, if business would share its fruits of rising productivity and 
profitability with its employees and customers. 

Most firms can afford to grant substantial wage and fringe benefit 
improvements, without any price increases. Some companies, whose 
efficiency is improving most rapidly, can afford to grant such improve- 
ments and reduce their prices. Other companies, in which productive 
efficiency is not improving, may have to raise prices somewhat. The 
over-all price level, therefore, can and should remain relatively stable 
from one year to the next, while wages and salaries increase. 

A significant step towards achieving a relatively stable price level 
will be taken, if the spotlight of public attention is focused on the pricing 
policies of the price-leading, dominant corporations in the economy’s 
key administered-price industries, whose productivity is rising rapidly. 


Policies Needed for Balanced Growth 


Smug contentment that is blind to world and domestic developments 
must give way to concern over the all too obvious weakness in national 
security programming, the unbalanced condition of the economy, the 
slowdown in the rate of expansion of industrial production, and the 
snail’s pace growth of the national economy. 

Complacency over the state of national economic affairs must be 
replaced by positive policies, both private and public, to strengthen the 
economic and social order. In the sixth decade of the 20th century, with 
rapid technological and military strides apparently being made in the 
Soviet totalitarian orbit, this nation cannot afford to pursue policies that 
resemble those of the 1920’s. The nation’s economic base must be ever 
strong. 
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Little Improvement in Consumer Buying Power 


1955 1956 1957 
2nd 3rd 4th J Ist 2nd 3rd 4th | Ist 2nd 3rd 


Quarter Quarter Quarter 


8 


XV1-¥31dV TW1OL 


8 
JIWOINI IWNOSU3d 


IN BILLIONS OF DOLLARS 
8 
(S3318d 9S6L) 


° 


wn 


° 


_ 
wn 


at aos 


Ist 2nd 3rd 4th Ist 2nd 
Quarter Quarter 


1956 1957 


IN HUNDREDS OF DOLLARS 
(S3318d 9561) 
IWOINI IWNOS83d 
XV1-M31LSV Wild Y3d 


hod 


Annval rates, y adj 
Source: Department of Commerce and Department of Labor. 


National leadership is urgently needed without delay to strengthen 
national security programming. This should be done, whether or not it 
involves increased defense expenditures and “crash programs”. National 
security should have top priority, regardless of budgetary considerations. 

The major goal of domestic economic policy should be balanced eco- 
nomic growth and full employment. Under the terms of the Employment 
Act of 1946, “it is the continuing policy and responsibility of the federal 
government .. . to foster and promote free competitive enterprise and 
the general welfare . .. and to promote maximum employment, produc- 
tion and purchasing power.” These responsibilities should be restored to 
their proper place as the corner stone of the federal government’s 
domestic economic policies. 

Failure of the economy to expand over a period of years can be 
perilous, not only to the prosperity of the American people, but to the 
nation’s very existence as a sovereign power and source of strength of 
the free world. Economic expansion is needed for continuing improve- 
ments in the living conditions of a growing population. It is essential 
to provide a sound base for defense and international policies. 

The tight-money policy, that restricts the activities of most economic 
groups and curbs the growth of the enational economy, should be 
replaced by government policies to encourage economic expansion. 

Measures to improve the relationship between investment and con- 
sumption should be adopted, whether or not defense expenditures are 
increased. A better economic balance is urgently needed to strengthen 
the long-run health of the national economy. 
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Improvements in wages, salaries and fringe benefits are required to 
strengthen the economy’s mass consumption base and to provide wage 
and salary earners with an equitable share of the fruits of industrial 
progress. Reasonable improvements can be obtained with a relatively 
stable price level, if business generally, and the dominant corporations 
in particular, would seek rising profits from narrow margins and an 
expanding sales volume, rather than high prices, large profit margins 
and a smaller sales volume. 


Considerations of equity and economic balance require an overhaul 
of the federal tax structure—to provide a more equitable tax base and 
a more just way of collecting revenues. A first step in that direction 
should be an increase in individual exemptions from $600 to $700—to 
strengthen consumer buying power, particularly among low- and middle- 
income families. Additional federal revenues can be raised by eliminat- 
ing the many grants of special tax privileges to wealthy families and 
corporations. 

State and local tax structures, too, should be revised, so that revenues 
can be raised on the basis of ability to pay. 


Necessary Social Welfare Measures 


Coverage under the federal minimum wage law should be extended 
to millions of workers whose wages are not now protected by that law; 
and the minimum wage, under the law, should be raised from $1 to $1.25 
an huor. A federal government program of assistance to communities of 
chronic economic distress should be adopted. Federal aid for education 
is urgently needed to improve the educational standards of the nation. 
A comprehensive federal housing program is required to provide public 
housing for low income families and to stimulate private construction of 
homes for middle-income groups. 


Government programs are needed to help improve the level of farm 
income, by assisting family farmers, while also encouraging greater 
consumption of agricultural products. 


A much-improved effort is needed in the attempt to re-develop 
rapidly deteriorating urban centers. Resource conservation and develop- 
ment efforts in several fields are needed—-such as new river valley 
developments that would curb flood disasters and enrich the economic 
potentials of several regions and the attempt to conserve and develop 
water resources to forestall serious water shortages for industry and 
agriculture. 

Public services and social programs that have been sorely neglected 
since World War II should be improved and broadened, a befits a rich 
and productive nation. Such efforts should be started as soon as possible 
and they should move forward on a continuing basis—to be stepped up 
when private economic activities decline, and curtailed only in the case 
of a sudden, sharp rise of defense outlays. 


The start made by the Senate Anti-Trust and Finance Committees 
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in studying administered prices and the nation’s monetary policies, should 
be continued. 

The spotlight of public attention should be placed on the wage-price- 
profit-investment policies of the key corporations in administered-price 
industries, that have been the source of most of the recent price pres- 
sures. The absence of competition in those industries and the high-price, 
high-profit margin polices of the dominant, price-leading corporations 
should be made public knowledge, as a step towards achieving a rela- 
tively stable price level. The public should be made aware, too, of how 
monetary policies that affect the money supply, interest rates and 
economic growth, are determined by a small group of men, largely 
composed of members of the banking community. 

Continuing private and public efforts must be made to maintain a 
balanced and growing economy—an essential base for national strength 
and improving living conditions. 


Collective Bargaining Developments 


The past two years have seen an impressive continuation of the great 
forward strides made by unions through collective bargaining. Marked 
gains have been achieved not only in wages but in such vitally important 
areas as health and welfare protection, employment security, and vaca- 
tion and paid holiday time. 

These advances have benefitted not only union members but the 
nation as a whole. They have been spread widely over millions of Ameri- 
can workers, including many outside the ranks of organized labor whose 
employers are led to copy standards developed by unions. They have 
significantly bolstered total consumer purchasing power, thereby build- 
ing valuable strength into the economy and supporting the high level of 
economic activity beneficial to all segments of our society. 


Wages 


Wage bargaining in 1956 most commonly resulted in increases of 
10 to 15 cents an hour. Increases under union agreements in 1957 have 
tended to be about the same size or a few cents larger. 

The cost of living, turning upward sharply since the spring of 1956, 
has become a prominent factor in negotiations. In the face of rising 
prices, unions have been forced to seek sizeable wage increases merely 
to regain lost buying power, before seeking additional increases to ‘pro- 
vide for some real advance. 

Most unions fortunately have succeeded in gaining both objectives: 
wage increases large enough to make up for the living cost rises and to 
provide for some real gain. Unlike collective bargaining negotiations 
in the 1930s and 1940s, employers now generally recognize without seri- 
ous disagreement the equity of wage increases to offset cost-of-living 
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At the Collective Bargaining Table: Pres. David J. McDonald of Steel- 


workers and Vice-Pres. John Stevens of U. S. Steel, with union and 
company Officials sign pact ending 1956 strike. 


rises and also to enable at least some improvement in workers’ standards 
of living. 

(The results and trends of bargaining on wages and benefits are 
reported on in detail twice each year in the AFL-CIO’s publication, 
“Collective Bargaining Report.’’) 


Wage Bargaining and the Economy 


Industry has been promoting a high-powered campaign to blame 
wage increases as the cause of price increases. This propaganda seeks 
to mislead the public as to where the fault for price increases lies and 
to transform concern about price inflation into public pressure against 
wage advances. But wages are not the culprit. 

If industry raised its prices no more than actually required by any 
increases in labor costs and if it reduced its prices where increased 
efficiency warrants, the over-all price level would not be moving upward. 
Instead, most big business, already in an excellent profit position, has 
chosen to raise its prices excessively, not because price rises are required 
by wage advances, but fundamentally because industry believes it can 
get away with it. 

Calls by industry for wage “restraint” may blind the general public 
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to the fact that the relaxation of union wage bargaining efforts may be 
dangerous for the economy. A widespread cutback in current union 
wage bargaining would be far more detrimental to the country than 
any possible inflationary effect of rising wages. 

The negotiations of sizeable wage increases has played a key role 
in supporting consumer income and providing a firm footing for high- 
level economic activity in recent years. Vigorous union wage bargaining 
efforts have served as a mighty bulwark against economic downturn. 

Wage increases are by no means the sole element in warding off 
economic misery, but to the extent that they succeed in raising and 
promoting purchasing power to keep pace with expanding productive 
capacity, they promote healthy growth of the economy. 

As discussed in greater detail in the economic section of this report, 
a significant part of the country’s productive capacity is not now being 
utilized because of inadequate consumer markets. There is simply inade- 
quate consumer buying power. A step-up in wage increases and not a 
slackening is needed by the country. 

Apart from broad economic considerations, industry should recognize 
that, in seeking unjustly to cast discredit on negotiated wage increases, 
it unthinkingly and unwisely may be jeopardizing the American system 
of free bargaining. 

There is a genuine danger that sight may be lost of the values of 
unimpeded collective bargaining and of the advantage of allowing free 
unions of workers to bargain and agree with employers on conditions 
of employment. Industry and labor both, and all the nation, stand to lose 
a vital part of our freedoms if we permit ourselves to be drawn toward 
restriction of our present free collective bargaining system. 


Long Term Agreements 


There has been a significant departure from the traditional one-year 
agreement term in the past several years. Long-term agreements run- 
ning for two or three years have been accepted by many unions. 

The advisability of such long terms necessarily varies with the indi- 
vidual situation and the nature of the particular agreement. Unions 
generally have been well aware that a long-term agreement can be 
dangerously restrictive unless it contains adequate provisions for adjust- 
ment during its life. 

Most unions which have committed themselves to such long term 
agreements have therefore insisted on provisions either for renegotiation 
reopening or for automatic wage increases on specified dates during the 
life of the agreement. The provisions for automatic wage increases call 
for two types of adjustments: (1) cost-of-living escalator increases, 
quarterly or semi-annually, to match any rises in consumer prices, plus 
(2) additional fixed increases, usually annually, to provide a real gain in 
wages. 

A great deal of public misunderstanding has been developed in con- 
nection with cost-of-living escalator clauses. Wage increases provided 
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by cost-of-living clauses merely help restore lost buying power. The 
escalators serve only as a catch-up device and not as a means to improve- 


ment. 


Benefit Programs 


Unions have sought not higher wages alone but also various benefit 
programs to bring greater security and desirable leisure into the lives 
of worker-families. They have succeeded in gaining benefit improvements 
in more than 70 percent of negotiations, and the percentage would have 
been larger but for the fact that some negotiations have been limited 
in advance to wages alone. Among the principal trends evident in bene- 
fit negotiations have been the following: 

(1) Health and family-emergency protection. To meet the serious 
physical and financial hazards of illness and of death in the family, 
unions have negotiated health and welfare plans providing hospital and 
medical care, pay for absence during illness, and life insurance. 

Steady improvement has been negotiated in such plans, most notably 
through (a) raising of leveis of benefits, (b) broadening of coverage to 
medical needs originally not covered, particularly doctor’s care outside 
the hospital, (c) extension of hospital and medical coverage to worker 
dependents, (d) maintenance of such protection for retired workers, and 
(e) reduction or elimination of any requirement of contribution by 
workers. 

(2) Old age. Pension plans financed by employers have been devel- 
oped through union bargaining to meet the financial strains of retire- 
ment. They provide for retirement benefits to supplement the small 
government Social Security payment. Such plans have been improved 
to the point where the majority now assure, in combination with govern- 
ment primary Social Security benefits, monthly retirement income of 
$150 to $210 or more. 

In addition, a growing number of unions have succeeded in negoti- 
ating (a) vesting rights permitting workers to retain accumulated 
pension credits even if they leave a company before retirement age, 
(b) wider adoption and liberalization of pensions upon retirement for 
disability, and (c) easing of various restrictive eligibility requirements 
for pensions. 

(3) Unemployment. To protect workers against drastic slashes in 
their incomes as a result of unemployment, some unions have negoti- 
ated company-financed plans for payments to laid-off workers to sup- 
plement state unemployment compensation. 

First won on a major scale in the auto industry in 1955, such sup- 
plemental unemployment benefit plans have now been negotiated in 
additional major industries, including steel, aluminum, rubber and 
maritime, to offer some protection to well over 2 million workers. 

Similarly there has been an upturn in the number of agreements 
providing for special severance payments to discharged or displaced 
workers to cushion the blow of job loss. 
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(4) Paid vacations. There has been a marked trend to longer vaca- 
tions. Increasingly the service requirements for a 2-week vacation has 
been reduced to one or two years, moving rapidly toward the time when 
two weeks will be fully accepted as a minimum annual vacation. There 
has also been wider negotiation of provisions for (a) reduction in serv- 
ice requirements for 3-week vacations (reduced from 15 to 10, 5 and 
fewer years) and (b) 4-week vacations for longer-service workers. 

(5) Paid holidays. The number of paid holidays has steadily been 
increased. The old standard of six paid holidays is now out-moded, with 
agreements commonly providing for seven or more holidays with pay 
each year. A large number of unions have been negotiating one or two 
additional holidays to make eight, nine or more. 

Provisions for premium pay for work on holidays also have con- 
tinued to be revised widely to provide for pay at triple time or at least 
double time and one-half the regular wage. 

(6) Shorter workweek. The subject of hours reduction has been 
gaining increasing significance. Several leading unions, notably in the 
ladies’ garment and printing industries, have been carrying forward their 
successful program of negotiating reductions in the 40-hour workweek 
while maintaining or increasing weekly pay. Some 95 percent of their 
members are now on workweek schedules shorter than 40 hours. 

Indeed, an examination of all industries indicates that as many as 
one worker in six is already employed on a regular full week shorter 
than 40 hours. 

Many unions have been drafting plans for concentrating vigorously 
on this matter and making work-week reduction a key bargaining issue 
in the period ahead. Faced with advances in automation and technology 
and a decreasing need for manpower in their industries, these unions 
are moving toward a shorter workweek to help maintain employment 
opportunities and to translate their industries’ technical progress into 
greater leisure for their members. 

By and large, collective bargaining in the past two years has suc- 
ceeded in arriving at agreements with little resort to work stoppages. 
Although there have been some major exceptions, unions generally have 
found it possible to work out some acceptable agreements without resort 
to strikes. 

In over-all terms, the percentage of work time lost because of work 
stoppages has been a small fraction of one percent. 


Taxation and Budget Policy 


No major changes in the federal government’s tax program have 
occurred during the past two years. While there have been efforts by 
individual Congressmen and Senators, as well as the AFL-CIO, to 
develop major revisions of tax legislation, the Administration and many 
elements in Congress have opposed any major tax changes. 

The low-and-middle-income families continue to have to bear a dis- 
proportionately large portion of the federal tax burden. 
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While the rate schedule for the federal individual income tax which 
yields over half of the total revenue, is based on the progressive principle 
of ability to pay, the presence of many loopholes and escape hatches en- 
ables individuals in the higher income brackets by one device or another 
to reduce substantially their tax liability. 

Among the more significant loopholes that continue as part of our tax 
laws are: the split-income provision, the failure to withhold taxes on in- 
terest and dividend income, the low rate at which capital gains are taxed, 
the special depletion allowances for natural resource industries, the pro- 
vision for stock options; and the preferential treatment given to dividend 
income as well as the more generous method of computing depreciation 
introduced by the 1954 tax law. 

Elimination of these various tax-escape provisions is long overdue. 
If this step were taken, the resulting additional revenue would enable 
the federal government to more adequately finance socially desirable 
services and to enact a long-deserved tax reduction for low and moderate 
income families. 

Another aspect of the tax burden on low and moderate income fami- 
lies has been the weight of federal excise taxes which now are responsible 
for approximately one-forth of total federal revenue. These regressive 
taxes apply to many items which low and middle-income consumers have 
to purchase, including electric light bulbs, utility services, gasoline, public 
transportation. 


Status of the Federal Budget 


During the past two years, efforts of the AFL-CIO have been di- 
rected at carrying out the major tax reforms recommended in the 1955 
convention resolution on taxation. 

Perhaps the most important factor behind the reluctance of Congress 
to vote any major change has been the status of the federal budget. The 
following figures give information on revenues and expenditures of the 
federal government during the past few years, and those expected for the 
current year. 

BUDGET TOTALS 
. Cin Billions of Dollars) 

Fiscal Year Receipts Expenditures 
(Ending Jan. 30) 

1956 $66.5 

1957 J 69.4 

1958 (est.) J 72.0 


The figures show that the federal government has been operating at 
a surplus for the past two years and expects to do so again this year. 
Moreover, considered on a so-called “cash basis” which more nearly re- 
flects the effect of government spending on the nation’s economy, the 
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budget surplus has been even higher. Moreover, the surplus for the 
current year is expected:toxbe somewhat higher ‘than last year. 

The AFL-CIO has always recognized that adequate federal revenues 
were necessary to carry out the nation’s defense program as well as to 
meet the cost of socially desirable programs. In fact, the AFL-CIO has 
called Congress’ attention to the fact that the growing American econ- 
omy could easily withstand a higher tax burden to meet necessary 
government expenses. 


The Need for Tax Reform 


The AFL-CIO has stressed the need for tax reform and has empha- 
sized that desirable tax revisions could be achieved without any sub- 
stantial loss in federal revenue. 

Tax relief to low and moderate income families could be granted 
without loss of revenue by closing various loopholes and escape hatches 
in the tax laws that would yield additional revenue. As the preferred 
method of achieving tax relief for low and moderate income families, 
the Executive Council has recommended an increase in the personal 
exemption from $600 to $700. 

While no major proposal for income tax reduction came to a vote 
in 1956 or 1957, Congress each year was faced with the fact that the 
following mandatory tax reductions were scheduled to take place on 
April 1 of both years: 

1. The base rate of 30 percent on all corporate income 
would drop to 25 percent. With the surtax rate of 22 
percent on all income over $25,000 remaining the same, 
the total rate would drop from 52 to 47 percent. 

. Certain excise rates on tobacco and liquor would be 
reduced. 


Both in 1956 and 1957, the AFL-CIO favored retaining the 52 per- 
cent rate on corporate income but recommended that the scheduled 
reduction in excise rates should take effect. However, in each year, 
Congress simply voted to extend the higher rates for another year. Thus, 
Congress will in 1958 be once again confronted with these two types 
of mandatory tax reductions. 


A Few Tax Changes 


Some changes were made in a few other tax areas. In connection 
with the legislation to develop a national highway program, Congress 
added an additional one cent federal tax to the price of gasoline and 
upped the rates on truck tires and diesel fuel. Revenues from this 
additional tax are earmarked for a special highway trust fund to 
finance the highway development program. The tax is scheduled to 
remain in effect until June 30, 1972. 
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In the closing days of the 1957 Congress, the House passed a bill 
to reduce the cabaret tax from 20 to 10 perecent, thereby bringing it 
into line with the rate for other excise taxes. The AFL-CIO supported 
this measure. 

The AFL-CIO has also favored tax changes designed to benefit 
small business. Tax changes enacted during the past few years have 
particularly benefitted the larger corporations. 

The provisions of the 1954 tax law permitting a more favorable 
basis for depreciation are one example of more favorable treatment 
accorded corporate income. In addition, the depletion allowances which 
give special advantages to natural resource industries have been 
broadened and extended to cover many types of resources in addition 
to oil and natural gas. 

The AFL-CIO has favored repeal of the 1954 provisions regarding 
depreciation allowances and the abolition of the special depletion allow- 
ances. At the same time, the AFL-CIO has favored a change in the 
income tax structure that would bring some tax relief to small corpora- 
tions. At the present time, the normal corporate tax rate of 30 per- 
cent and the surtax rate of 22 percent on income above $25,000 con- 
stitute the 52 percent corporate tax rate. The AFL-CIO has suggested 
that by revising these two rates, relief could be given to small corpora- 
tions without changing the basic rate of 52 percent. 

The AFL-CIO has also supported a proposal initiated by the railroad 
unions and introduced in the recent Congress (H. R. 5551) which would 
make employee contributions for social security, railroad retirement, 
and civil service retirement a deductible item for the purposes of 
computing the individual worker’s income tax. 

The railroad unions have been particularly concerned with this 
problem because of the growing tax rate which railroad employees 
have to pay to the railroad retirement fund. The benefits of this pro- 
posal would be confined to those who contribute towards a government- 
administered retirement program, and the AFL-CIO has made it clear 
that it opposes the extension of this principle to the large-scale contri- 
butions by self-employed professionals to private funds for retirement 


purposes. 


"Millionaire's Amendment" 


A familiar proposal once more was referred to the Judiciary Com- 
mittees this year in the form of a “millionaire’s amendment” (S.J. Res. 
25, H.J. Res. 141 and H.J. Res. 171) calling for constitutional limitation 
to 25 percent on corporate and individual income taxes. 

The plan is not complicated. If ratified by the States, Congress 
would have to shift the principal revenue source to the excise field with 
the Federal Government openly entering the sales tax domain. 

The Western Tax Council, Committee for Constitutional Government, 
the Organization to Repeal Federal Income Taxes, the Tax Foundation, 
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the National Manufacturers Association and other groups as well as 
a number of the largest corporations support S.J. Res. 25. 

A 25 percent limitation is estimated to cost the Federal Treasury 
nearly $17 billion yearly in revenues, or approximately 25 percent of 
all Federal income. 

Adoption by the Congress of the “millionaire’s amendment” would 
destroy the fundamental concept of “taxation according to ability to 
pay.” It forced tax policy to revert back to the days preceding the 
adoption of the Sixteenth Amendment when the incidence of taxation 
bore most heavily on those least able to pay. 


Tax Hearings In 1958 


Since no major tax legislation has been passed since 1954, observers 
state that there may be a chance for such legislation in the forth- 
coming election-year session of Congress. The House Ways & Means 
Committee has already scheduled hearings on a general revision of 
the tax laws to begin January 7, approximately two weeks before the 
convening of Congress, and the AFL-CIO has already been asked to 
testify. There is, therefore, some reason to expect greater action from 
Congress on tax issues in the next session. 

(For report of AFL-CIO Department of Research, see page 317.) 


Atomic Energy 


The American labor movement has a significant stake in peaceful 
atomic energy. 

We are deeply concerned, not merely as workers handling hazardous 
atomic materials or as consumers or taxpayers with a huge financial 
atomic investment, but as responsible citizens anxious to see that our 
nation and all the world rapidly gain the many benefits possible from 
atomic advances. 

The AFL-CIO has therefore supported efforts to accelerate construc- 
tive use of the atom around the world. We have pressed for full-scale 
development in the United States of atomic power and of its many valu- 
able industrial, medical and agricultural applications. We have urged our 
country to lead and aid the free world more swiftly and effectively to 
put the atom to practical use. At the same time, well aware of the perils 
of atomic radiation, we have bent our efforts to assure that necessary 
safeguards against radiation hazards are developed and scrupulously 
observed. 


Numerous International Developments 


Some 80 nations have now joined hands in a momentous forward step 
in worldwide atomic development. They have established a new Interna- 
tional Atomic Energy Agency, which started functioning in October 1957, 
to promote the benefits of peaceful use of the atom for all nations. 
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Labor actively supported the formation of this international agency. 
We believe that the Agency can significantly aid atomic progress by 
pooling atomic materials, coordinating and disseminating technical knowl- 
edge, carrying forward independent research, and providing specialized 
assistance and training for member nations. It can also fulfill the vital 
need for an international radiation protection system and promotion of 
sound radiation-control standards for safeguarding health and safety 
around the globe. 

At the international conference in late 1956 which set up this new 
agency, AFL-CIO representatives acting with the International Con- 
federation of Free Trade Unions succeeded in resolving two important 
procedural problems of direct concern to organized labor. We won the 
assurance that the new agency would not by-pass the International 
Labor Organization and the World Health Organization in work on 
health and safety problems, and that it would consult with the ICFTU 
in carrying on its activities. 

The AFL-CIO has also joined with the ICFTU in international ex- 
change of information and drafting of necessary policies among free 
trade unions on atomic development problems, particularly in the vital 
health and safety areas. The first actual large-scale generation of elec- 
tric power from atomic fuel was accomplished early in 1957, not in our 
country, but at the Calder Hall reactor in Great Britain. 

The importance attached to atomic energy abroad is also well re- 
flected in the cooperative joining of six Western European nations, long 
competitive and often antagonistic, in a pooling of atomic resources in 
the so-called Euratom arrangement. 

Other countries too have been moving ahead significantly on develop- 
ment of the peaceful atom, but lack of technical resources has hampered 
the rate of progress abroad and has led most foreign nations to look to 
the world leaders for assistance. 


Domestic Developments 


Here at home, however, in the country which had been far in the 
atomic forefront and which should, as leader of the free world, be the 
center for effective guidance and practical aid in rapid development of 
atomic power abroad, progress in the past two years has been disappoint- 
ingly slow. 

The rate of practical development has fallen far short of where 
the United States should and could now be. Although there has been 
some forward movement, it has been at a plodding pace, considering 
the resources at our country’s command. 

Our nation simply has not approached the task of construction 
and operation of different types of large power reactors with any sense 
of urgency, even though it is only from the practical experience of 
actual construction and operation that we can gain economic and 
technical information necessary both for rapid progress at home and 
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Dedication of a Headquarters: Pres. Dwight D. Eisenhower makes the 
formal dedication of the new AFL-CIO building at ceremonies in Wash- 
ington. 


to enable us to aid foreign nations anxiously seeking atomic power as 
early as possible. 

The Atomic Energy Commission has been an obstinate block to 
progress on practical atomic power development. 

It has refused to give a high priority to the task of getting full- 
scale reactors built. It has inflexibly insisted that any and all initiative 
for construction of atomic plants must come from private enterprise and 
none from the government—with resulting inadequate action. 

The Commission has been guilty, not merely of failure to provide 
necessary initiative and leadership in atomic plant construction, but 
of consciously and purposely torpedoing any effort to get the govern- 
ment itself to move to develop atomic power beyond the experimental 
and demonstration stage into actual operation. 

When Congress in the 1954 Atomic Energy Act opened atomic power 
development to private enterprise, it acted soundly, but the AEC’s 
determination since then to rely solely on private enterprise to take the 
initiative on atomic power plant construction has been highly unrealistic 
and damaging to our world leadership position in this field. 

Private industry has undertaken some steps, and indeed it is sur- 
prising that it has gone as far as it has, considering the great diffi- 
culties at this stage of atomic power development. However, as a 
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practical matter, the investments required are so huge and unpre- 
dictable, the engineering and other technical problems are so new and 
complex, and the scope of the program needed to meet our national and 
international responsibilities is so large, that it is unrealistic to expect 
private industry alone to move rapidly to meet the need. This is so 
especially because profitability, the major incentive for private industry, 
is doubtful for large-scale atomic plants in this country for some time 
ahead. 


Governmental Responsibility 


Organized labor, which eagerly urged and supported the participation 
of private enterprise in atomic development, has recognized that encour- 
agement of private enterprise need not and should not mean abandon- 
ment of government responsibility for forward progress in this area. 

Dispassionate analysis shows that private enterprise does not now 
have adequate economic incentive to carry through the vast job neces- 
sary in this field. Indeed, the government has well recognized this, and 
properly so, by its offers of substantial financial and technical aid to 
private firms undertaking construction of reactors. And yet, although 
the AEC has been prepared to finance private undertakings, it has 
time and again balked at undertaking full-scale projects on its own. 

Slowly but surely this weakness in national policy is being recognized. 
Public criticism has not yet produced adequate change, but grudging 
steps have been taken toward having the government shoulder some 
of the responsibility for initiating and carrying through the building 
and operation of atomic power plants. 

Even the AEC has finally stated that if private industry does not 
quickly come forward with proposals to do so, the government may 
be forced to proceed itself, but this pronouncement is necessarily sus- 
pect in light of the AEC’s past record on this score. 

In the 84th Congress in 1956, a bill introduced by Senator Gore 
and Representative Holifield sought to have the government construct 
several major types of power reactors. Labor strongly endorsed this 
measure and helped gain passage in the Senate over opposition of this 
Administration, but the Bill was blocked and beaten by a narrow 
margin in the House. 

In 1957, in the 85th Congress, an effort was again undertaken to 
step up practical progress by initiating a program of federal reactor 
construction to fill the gap left by inadequate private industry efforts. 
The Joint Committee on Atomic Energy recommended such a program, 
on a more modest scale than provided for by the Gore-Holifield Bill 
of the preceding Congress, but still enough to provide some positive 
major forward impetus to atomic power development. 

The Administration and the Atomic Energy Commission attacked 
and fought the Joint Committee recommendations and succeeded in the 
House in crippling the Bill with limiting amendments. The Senate 
restored some substance to the measure, however. The conference with 
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the House produced a compromise, inadequate in many respects but at 
least providing for a start. 

The Bill as finally passed (Public Law 85-175) instructs the AEC 
to proceed on getting plans for design and engineering of several 
specific types of small and medium size reactors (a plutonium pro- 
ducing reactor to be at Hanford, Washington and a natural uranium, 
gas-cooled, graphite-moderated reactor at Arco, Idaho) and on initial 
construction of another reactor (plutonium recycle experimental reactor 
at Hanford). 

This is essentially a study step; the task of getting into the full- 
fledged construction stage will come next spring. It remains to be 
seen whether the AEC will follow through wholeheartedly on even so 
slight a program as a meaningful step toward reducing the time lag 
between theoretical research and widespread practical application in 
the atomic power field. 

It is too early to offer definitive judgments on another important 
aspect of private atomic development: the danger of commercial monop- 
oly and the undue profiting of private companies at the public’s expense. 

The government has been encouraging companies to combine to 
undertake atomic power projects on a joint basis. Although the author- 
ization of large combinations may have some desirable aspects in this 
field, there are signs that it could lead to a freezing out of independent 
companies or a relaxation of limitations on commercial combinations 
generally. 

The AFL-CIO has urged that private development proceed on a 
fair and fully competitive basis, with aggressive enforcement of the 
anti-trust laws to prevent control or unreasonable advantage for any 
one company or combination. 

In the 84th Congress, legislative proposals were made to exempt 
certain atomic combinations from the Utility Holding Company Act. 
These proposals, which would have made possible the carving out of 
regional monopolies, were fought by the AFL-CIO. They were not 
enacted. 


Health and Safety 


Widening use of the atom is accompanied by a host of new and 
peculiar hazards from the threat of atomic radiation. The AFL-CIO 
has strongly pressed for vigorous enforcement of health and safety 
precautions needed to protect workers and the public against the hazards 
of industrial radiation. 

The safety record on atomic work in this country has apparently 
been quite good to date, for protective measures have been given a 
high and conscientious priority. But there is mounting danger that 
the good record will breed the seeds of its own downfall, for many 
persons are being lulled into unwarrented complacency. 
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As use of radioactive materials spreads through many industries, 
the chances of mishap increase, for radiation safety is being entrusted 
to persons with less competence to ward off the hazards and there is 
a growing temptation to sacrifice emphasis on safety for emphasis on 
economy. 

That the problem is not confined to workers at the major atomic 
installations or at atomic reactors is evident from the rapidly expand- 
ing list of users of radioactive materials. There are now in the United 
States well over 4,000 users of radio-isotopes of sufficient radioactivity 
to require an AEC license. 

More than 1,600 industrial plants use such radio-isotopes. There 
are some industrial users in every state but three and in each of eight 
states there are more than 100 plants using radio-isotopes. 

The record of relatively few radiation accidents or evident injuries 
thus far must be recognized, not as a no-danger sign permitting a 
relaxation cf standards, but as a confirmation of the value and need 
of continued scrupulous observance of all safeguards. 


Future Confidence Is Involved 


It should be recognized also that if the radiation accident rate 
suddenly increases, or if it is discovered that the small radiation doses 
many workers have been absorbing with no apparent immediate effect 
actually have long-run adverse effects, or if several dramatic radiation 
incidents develop, many workers and a large part of the general public 


will lose confidence in the wisdom and safety of atomic uses, with 
consequent serious disruption of development progress. 

The Atomic Energy Commission has had the responsibility for 
assuring worker health and safety in activities involving atomic radia- 
tion. But in the past two years it has begun to relinquish some of its 
radiation-control program to the different states. Such ceding of 
responsibility and the consequent departure in many states from a single 
set of strict standards uniformly enforced would be an exceedingly 
dangerous backsliding. 

The concern of many affiliated organizations for safety of members 
in atomic operations led to a special AFL-CIO two-day conference on 
atomic radiation hazards in late February 1957. 

The conference, attended by some 175 delegates from 40 different 
international unions, drew upon a number of distinguished scientific 
experts to help provide a fuller understanding of radiation hazards, 
the need for safety precautions for both workers and the general public, 
and the problems in government safety regulation and workmen’s com- 
pensation legislation. 

Several affiliated unions, with the support of the AFL-CIO, have 
acted in one specific case to assure that a particular hazardous type 
of atomic reactor is not constructed in a populous site until there is 
reasonable assurance that its operation would present no hazard to the 
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In this case, the United Automobile Workers, the International 
Union of Electrical Radio and Machine Workers, and the United 
Papermakers and Paperworkers intervened against the issuance by 
the AEC to the Power Reactor Development Company of a construction 
permit for a fast-breeder reactor at Lagoona Beach near Monroe, 
Mich., which neighbors the major cities of Detroit and Toledo. These 
unions and the AFL-CIO called for a full public hearing so that all 
questions about public safety could be opened to public scrutiny. 

Such a hearing was held (extending for more than eight months) 
and the testimony demonstrated that the majority of experts believe 
there is not now reasonable assurance that this reactor can be operated 
without risk to the health and safety of the public. The intervening 
unions and the AFL-CIO have therefore urged that the Commission 
reconsider its action and suspend permission for this project until such 
time as public safety can be assured. 

Two victories were won in the Congress on this case. 

The Congress withheld approval of the PRDC reactor project, 
refusing to authorize certain aid from the AEC to the project. And, 
more broadly, it used the experience in this situation as a basis for 
enacting a formal procedure for review of safety of proposed reactors. 
It amended the Atomic Energy Act to provide for a Committee on 
Reactor Safeguards as a statutory committee to review. safety studies 
and applications for reactor licenses, required the publication of its 
conclusions on safety and required the AEC to hold public hearings on 
applications for reactor licenses. 


Compensation For Radiation Injury 


Little headway has been made in the past two years in meeting the 
serious inadequacies of workmen’s compensation legislation in the radia- 
tion injury field. Several state legislatures have finally enacted amend- 
ments with an eye to the new radiation problem, but they still have 
failed to go all the way on the road to adequate protection. Most 
state legislatures have not even taken half-way steps. 

Various state laws still do not clearly cover all possible radiation 
injuries, for example, and almost all have restrictive statutes of limita- 
tions which do not allow for the fact that radiation disability may not 
become apparent until some time after exposure. 

The inability to achieve necessary protective standards in the state 
legislatures on this matter has led the AFL-CIO to initiate action at 
the federal level looking to enactment of a federal law to provide ade- 
quate compensation for all workers facing the special and peculiar 
problems of radiation injury. 

It is expected that the Joint Committee on Atomic Energy will 
explore and hold hearings on this important subject during the second 
session of the 85th Congress. 
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Minimum Standards 
For Wages and Hours 


Minimum Wage Legislation 


The First Constitutional Convention of the AFL-CIO called upon 
the Congress “as a matter of first priority, to extend the full protection 
of the Fair Labor Standards Act to all workers engaged in or affecting 
interstate commerce.” In line with that directive, the AFL-CIO has 
carried on a vigorous drive during the past two years to secure extension 
of coverage of the Fair Labor Standards Act to millions of workers now 
unjustly denied its protection. 

Congressional hearings on this issue were held in 1956 and in 1957. 
President Meany appeared in both years before Congressional com- 
mittees to spearhead our campaign to extend the law’s coverage to 
nearly 20 million low paid workers still not covered by the law. In 
1957, we particularly supported the bills, S. 1267 and H. R. 4575 intro- 
duced by Sen. Wayne Morse (D., Ore.) and Rep. Augustine Kelley 
(D., Pa.), which would cover 9.4 million additional workers. 

The Administration made no concrete proposals in 1956. In the 
1957 hearings, Secretary of Labor Mitchell recommended a complicated 
formula under which only some 2.5 million additional workers would 
be covered, most of whom were already receiving the dollar minimum 
wage. His proposal would also continue to exclude most of the newly 
covered workers from the overtime provisions of the Act. 

Following the close of the hearings by the Subcommittee on Labor 
of the Senate Labor and Public Welfare Committee, Sen. John Kennedy 
(D., Mass)., its chairman, introduced a comprehensive bill, S. 1853, 
extending coverage to about six million workers now denied the law’s 
protection. This bill would provide overtime protection to newly covered 
workers after 44 hours during the first year, after 42 hours the second 
year and after 40 hours during the third year, from the effective date 
of the amendments. The Kennedy bill was reported out by the Sub- 
committee without recommendation, but no final action on this bill has 
been taken by the full Senate Labor Committee. The committee did, 
however, reject the Administration’s proposal by a 7 to 6 vote. 

The Subcommittee on Labor of the House Labor and Education 
Committee also held extensive hearings both in Washington and in the 
field. At the close of the first session of the 85th Congress, it had not 


yet formally adjourned its hearings. 


Fair Labor Standards Act 


No major issues have developed during the past two years with 
respect to administration of the Fair Labor Standards Act. 
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Campaign for Higher Minimum Wages: A representative of the Hotel & 
Restaurant Workers appears before a Senate Committee to urge better 
legislation. 


Experience under the $1 minimum wage which took effect in March 
1956 has completely belied the dire predictions of those who had 
opposed the increase in the minimum. All the evidence, including 
detailed statistical studies by the Dept. of Labor of the impact of the 
dollar minimum wage, indicate that employers have been able to pay 
the higher minimum with little difficulty and that extremely few 
workers have been displaced as a result of the increase in the minimum. 


One evidence of the relative ease of adjustment to the higher mini- 
mum wage is that comparatively few employers and far less than had 
been expected have sought authorization to employ so-called learners 
at subminimum rates as the law permits under certain conditions. 

However, with the rise in the minimum wage, violations of minimum 
wage requirements increased. During the year ending June 30, 1957, 
the Labor Department made 48,492 investigations of violations of the 
Fair Labor Standards and Public Contracts Acts, a larger number of 
investigations thah has been made in any year since 1944. These 
investigations disclosed that 181,832 employees were underpaid under 
the minimum wage or overtime provisions or both, and that $18,816,485 
in back wages were owed to the underpaid employees. Establishments 
in violations agreed to pay $9,209,285 to 110,319 employees who had 
been underpaid. With respect to child labor violations, the Labor 
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Department found 5,957 minors illegally employed under the provisions 
of the two Acts. 

The amendments to the Fair Labor Standards Act enacted in 1955 
raising the minimum wage for workers in the continental U.S. to 
$1 also improved the law’s provisions with respect to minimum wages 
for Puerto Rico. While our proposals for statutory adjustment of the 
Puerto Rican minimum wage were rejected, the amended law greatly 
improved the effectiveness of the Puerto Rican minimum wage program, 
by requiring annual review of the minimum wage in each covered 
industry in Puerto Rico and the Virgin Islands (the same provisions 
were extended to American Samoa in 1956). 

Representatives of our affiliates in both Puerto Rico and the main- 
land have served as labor representatives on the tripartite industry 
committees which have met to review the Puerto Rican minimum 
wages. As a result of the work of these committees, there has been a 
substantial increase during the past two years in wage levels in Puerto 
Rico. In fact, the minimum wage has been raised to the $1 level in a 
considerable number of Puerto Rican industries. 

Thus, the improved operation of the Puerto Rican minimum wage 
program has increased wages and living standards for Puerto Rican 
workers. At the same time, the narrowing of the gap between mainland 
and Puerto Rican wages has helped to reduce competition based on 
substandard wages in Puerto Rico and has therefore served to protect 
the labor standards of the mainland workers. 


Public Contracts Act 


The Walsh-Healey Public Contracts Act authorizes the Secretary 
of Labor to determine the prevailing minimum wage for various indus- 
tries and to establish minimum health and safety standards. Firms 
awarded government contracts are required to adhere to the minimum 
wages standards established by the Secretary. 

Unfortunately, the full effect which this program might have in 
contributing toward decent minimum standards of wages and working 
conditions has been partially thwarted in recent years by court litiga- 
tion which has followed weakening amendments of the law enacted in 
1951. 

Efforts by certain employer interests to nullify the law by engaging 
in protracted court litigation have been largely unsuccessful, as the 
courts in all of the cases heard since the 1951 amendments have denied 
legal challenges to the validity of the prevailing minimum wage deter- 
minations issued by the Secretary of Labor under the Walsh-Healey 
Act. In particular, his right to determine nationwide minimum wage 
determinations has been upheld in the lower courts, and the Supreme 
Court has refused to review these decisions. 

Even though its prevailing minimum wage determinations are still 
being challenged in the courts, the Labor Department has continued 
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the Walsh-Healey program on a limited scale. During the past two 
years, the following determinations have been issued: 
Electric Battery—$1.08 to $1.35 for various classifications 
Electric Lamp—$1.20 
Photographic and Blueprint Equipment—$1.18 
Office Machines—$1.10 

In addition, the Secretary has proposed a determination for the 
Scientific Instruments Industry of $1.20 which has not yet been given 
final effect. In a number of other industries, hearings have been held 
but no determinations have been issued, while still others are in the 
prehearing stage. The AFL-CIO has cooperated closely with our affili- 
ates in these industries in making the most effective possible presenta- 
tion in the Walsh-Healey proceedings. 

While the Walsh-Healey program has had some effect in eliminating 
substandard wages in a number of industries, it has by no means 
assured every worker employed by a firm holding a government contract 
payment of the prevailing minimum wage in his industry. Limited 
funds have held Walsh-Healey determinations to only a handful each 
year. This means that for many industries, there are no determinations, 
while for most others those in effect are long out-of-date. Moreover, 
because the proceedings are time-consuming and because the Secretary 
has used highly questionable criteria in arriving at the prevailing mini- 
mum wage, the Walsh-Healey minimum has invariably been below the 
actual minimum wage prevailing in the industry even at the time it has 
been issued. 

Unfortunately, the Labor Department has refused to heed our 
criticisms when we have attempted to have this situation corrected. 

Thus, the net result of financial limitations on the scope of the pro- 
gram and the way in which the program is being administered by the 
Labor Department is that workers employed by government contractors 
are being denied the full protection against sub-standard wages intended 
by the Walsh-Healey Act. 


Davis-Bacon and Walsh-Healey 


Although bills were introduced to amend both the Davis-Bacon and 
Walsh-Healey Acts during 1956 and 1957, the Congress made no serious 
effort to investigate and improve its prevailing wage policies. 

The objectives of bills, H. R. 657 (Fogarty) and H. R. 3641 (Met- 
calf), which were introduced to modify Davis-Bacon, include the exten- 
sion of the Act to all projects paid for in whole or in part by the Fed- 
eral Government, or covered by Federal insurance or guarantees, and in- 
clusion of supplementary cash payments and fringe benefits as part of 
the “prevailing standards” to be protected. 

In 1956, a bill, S. 738, was introduced by Senators Kennedy (D. 
Mass.) and Payne (R. Me.) to modify the Fulbright Amendment to the 
Walsh-Healey Act, a technical amendment which has the effect of con- 
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fusing the right of the Secretary of Labor to issue minimum wage 
determinations on an industry-wide basis. No action was taken. 


American Samoa and Overseas Bases 


During 1956, Congress enacted a law which authorized industry 
committees to recommend for American Samoa minimum wage rates 
at or below the $1.00 minimum applicable on the mainland. The commit- 
tees, whose membership includes residents of Samoa as well as Main- 
land residents, are equally representative of employers, employees and 
the public. (P.L. 84-1023.) 

The law (P.L. 85-231) passed in the 85th Congress limits the 
application of the Fair Labor Standards Act to exclude primarily 
defense bases located in foreign countries. An effort to exclude certain 
employees in the Canal Zone, which had been approved by the House, 
was rejected in the Senate. 


Depressed Areas 


During the last two years, the AFL-CIO has played a leading part 
in the effort to enact federal legislation which would help restore areas 
of chronic unemployment to a state of economic well-being. 

Despite the achievement of a record level of employment and produc- 


Help for Depressed Areas: Sec.-Treas. Schnitzler, flanked by aides, 
urges Senate Committee to adopt imaginative program to help areas of 
country suffering from economic recession. 
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tion throughout the nation as a whole during the postwar years, scores 
of American communities have suffered, nonetheless, from substantial 
and prolonged unemployment. The failure of these communities to share 
in the general prosperity has been caused by reduced work opportunities 
resulting from technological changes, the exhaustion of raw material 
resources, plant migrations, shifts in market demand, and other reasons. 

The problem of local area distress is not restricted to a few states or 
to any one region of the country. It is widespread. The Bureau of 
Employment Security of the U. S. Department of Labor reports that in 
September 1957, 24 major labor market areas and 62 smaller ones were 
suffering from unemployment in excess of 6%. In eight major areas 
and uncounted smaller ones the jobless were in excess of 9% 

While many of these economically stranded communities have coura- 
geously sought to alleviate their plight, neither their own resources nor 
those provided by public agencies or private groups within their states 
have generally been sufficient to eradicate the cancer of community 
blight. 

The AFL-CIO holds that when Congress passed the Employment Act 
of 1946, it committed the federal government to use all its resources to 
end the misfortune of chronic local unemployment quite as fully as the 
Act committed it to fight unemployment when nationwide in scope. 

It is for this reason that we were greatly encouraged by the intro- 
duction of the Depressed Area Act (S. 2663 and H. R. 11811) during 
the 84th Congress. 


Many Valuable Provisions 


This important measure, introduced by Senator Paul Douglas of IIli- 
nois in the Senate and by Congressman Brent Spence of Kentucky in 
the House of Representatives, would provide a variety of forms of fed- 
eral aid to assist our chronically distressed areas. It would grant tech- 
nical assistance to help these communities assess their potentialities and 
plan their rehabilitation activities. It would aid private enterprise in 
these areas by the provision of low interest bearing federal construction 
loans. It would help the building of critically needed public facilities by 
the provision of federal grants and loans for this purpose. It would 
undertake a vocational retraining program for displaced workers and 
provide federal funds for economic support during their period of re- 
training. It would direct federal procurement contracts to distressed 
areas in order to increase the utilization of their labor resources and 
production facilities. Finally, it would establish an independent agency 
in the federal government to coordinate the effort of private citizen 
groups and of all government agencies—federal, state and local—in a 
united effort to eradicate the cancer of chronic local unemployment. 

Although S. 2663 was passed by the Senate with a substantial major- 
ity last year, and was favorably reported by the House Banking and 
Currency Committee, Administration leaders unfortunately prevented a 
vote on this measure by the House of Representatives. 
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At the beginning of the 85th Congress early this year, the Depressed 
Area Act was reintroduced as the Area Redevelopment Act (S. 964) and 
broadened to provide aid for rural areas which suffer from underem- 
ployment, as well as assistance for depressed industrial areas. 

Although extensive hearings were held before the Subcommittee on 
Production and Stabilization of the Senate Banking and Currency Com- 
mittee, and despite the fact that both major political parties are com- 
mitted to the enactment of a federal program to aid depressed areas, no 
further progress towards the passage of this vitally important measure 
has been achieved. 


a PaaS fn! Sk Se eee : , < 
7 : 
ip ee Aas 
ie = eae eee san 


The International Situation 


Introduction 


International developments since the First Constitutional Conven- 
tion have confirmed the basic soundness of the analysis and principal 
proposals made by the Executive Council in regard to the deteriorating 
international situation. 

At the 1955 Convention the newly united AFL-CIO declared: 

“The united American trade union movement, in common with 
labor everywhere, has the greatest stake in the preservation of 
peace and the promotion of freedom. Approaching the interna- 
tional crisis as patriotic citizens and free trade unionists, we have 
the highest interest in building a world free from all dictatorship, 
poverty and war.” 


Moreover, that Convention described clearly those areas of activity 
in which our trade union movement should discharge its duties to 
America and the free world in these words: 

“1. Through our trade union strength and political actions, help 
build an ever better and stronger America, a prosperous and 
progressive land free from economic and social inequity and 
all racial and every other form of discrimination. 

. Through democratic processes, help our nation evolve and 
execute an effective democratic foreign policy. 

. Through cooperation with and assistance to the International 
Confederation of Free Trade Unions, to aid free labor every- 
where in becoming a most powerful force for furthering social 
justice, national and human freedom, economic well-being and 
world peace.” 

Finally, the Convention adopted policy guides in the field of foreign 
affairs. Among these policies were declarations that the AFL-CIO 
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Confab: Pres. Meany, a U. S. delegate to UN Assembly, confers at UN 
session with Sec. of State Dulles and U. S. Ambassador Henry Lodge. 


stands united in its opposition to Communism, the gravest threat to 
human freedom and world peace, and to any other form of dictatorship; 
that we uphold the right of people everywhere to freedom and self- 
determination; that we will not recognize any regime which has been 
imposed upon a nation through threat of force, subsidized subversion 
or direct military intervention by any foreign power; that we favor the 
right of people now living under colonialism to exercise the right of 
self-determination and the right to national independence and full 
sovereignity; that we support an effective and enforceable disarmament 
program; that we believe in the unity of free peoples of the world; 
that we believe in and therefore support assistance to undeveloped and 
underdeveloped nations and areas with long-range programs of economic 
and technical aid, and that we recognize the need for strengthening the 
International Confederation of Free Trade Unions (ICFTU) and its 
regional organization to which we belong—the Inter-American Regional 
Organization (ORIT) and for greater participation by our affiliates 
in their appropriate International Trade Secretariats (ITS). 

The appointment of President Meany as a member of the United 
States Delegation to the Twelfth General Assembly of the United 
Nations constituted a landmark in the history of American labor’s grow- 
ing influence in international affairs. It is the highest recognition ever 
accorded by the American government to American labor in the field 
of foreign affairs. This appointment by President Eisenhower was not 
only a great tribute to President Meany’s significant contributions to 
the development of a sound and effective democratic foreign policy for 
our country. This appointment also dramatized the nation’s recognition 
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of American labor’s manifold constructive activities and “efforts to aid 
our country in the fulfillment of its new historic role” and “its heavy 
responsibilities as a powerful force for the attainment of lasting peace, 
freedom, and human well-being.” 

The activities of the AFL-CIO have been conducted with a full 
realization of the continuity and gravity of the world crisis, as evalu- 
ated by the First Constitutional Convention: 

“Unlike preceding international crises, the present struggle 
between the Communist dictatorships and the free world is not 
a collision between two power blocs, in the old nineteenth century 
sense, but between two conflicting ways of life—democracy 
(despite all its imperfections) and Communist totalitarianism 
with its all-embracing program of world conquest and transforma- 
tion. Soviet imperialism seeks to subvert and conquer the free 
world and remold all society in line with its Communist precon- 
ceptions of a new social order. This vital imperialism accounts 
for the continuous character of the present crisis as distinct from 
preceding ones.” 

This evaluation has been the key to all our international activities. 


The AFL-CIO has sought to expose and counteract the Soviet maneu- 
vers to spread apathy and complacency among free labor and other 
democratic forces by continually propagating the urgency of the free 
world developing adequate unity and military strength to deter and, 
if need be, defeat direct or indirect Soviet aggression. 


The Hungarian Revolt 


No other single development in the history of Soviet imperialist 
aggression and Communist oppression reveals with greater clarity the 
reactionary and inhuman nature of Communist theory and the Soviet 
regime as a system of world conquest and enslavement. 

The revolt was a spontaneous uprising by the Hungarian people 
which began on October 23, 1956 when Soviet troops and members of 
the secret police, known as the AVH, fired into a crowd of students and 
workers conducting a peaceful demonstration in Budapest. When the 
revolution appeared to be successful and the Communist regime over- 
thrown, Soviet Russia intervened with overpowering military force and 
brutality reminiscent of Hitler and Stalin at their worst to crush the 
Hungarian people striving to restore their national sovereignty, their 
democratic liberties and their genuine free trade union movement. 

The reaction of the AFL-CIO to the revolt was prompt. During the 
very time when the Red Army was still in the process of crushing the 
freedom fighters, President George Meany sent the following telegram 
dated November 2, 1956 to Secretary of State John Foster Dulles: 

“While General Assembly of United Nations is in Session on critical 

situation in Middle East, American Labor strongly urges that you 

submit resolution to that body condemning Soviet Russia’s cruel 
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Hungarian people’s fight for freedom against Soviet tanks and tyranny 
won acclaim of people everywhere. 


aggression in Hungary and demanding immediate withdrawal of 
Russian armed forces from that nation. The workers of this country 
are shocked by the wholesale slaughter of helpless civilians by Rus- 
sian troops and armor in Hungary. We fervently believe the Hun- 
garian people are entitled to the freedom and independence for which 
they have fought so courageously. The free world cannot ignore 
their desperate plight and remain silent in face of completely unjusti- 
fied Soviet aggression and brutality.” 


The Executive Council immediately contributed $25,000.00 to the 
fund being raised by the International Confederation of Free Trade 
Unions to help those who participated in the uprising and the workers 
in need of assistance after the intervention of Communist Russia. All 
affiliates of the AFL-CIO were called upon to make additional contri- 
bution for the relief of the victims of Soviet aggression. This request 
was met promptly. 

Several days later, President Meany in the name of the AFL-CIO 
sent a telegram dated November 5, 1956 to President Eisenhower urging 
U. S. Government adoption of this three point program: 

“1. Urge every country outside the Iron Curtain to sever all cultural, 
scientific, technical and economic relations with the Soviet dicta- 
torship and forthwith to discontinue the exchange of any such 
delegations with the USSR. 

Energetically block every effort of Moscow to seat in the U.N. 
the venal puppet regime it has imposed by brute force on the 
Hungarian people. 
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“3. Seek to have the U.N. specifically condemn the Soviet represent- 
ative for having deliberately deceived its General Assembly on 
November 3, 1956 in regard to his government’s plans and prepa- 
rations to overwhelm Hungary, another member of the U.N., 
by military force in violation of the U.N. Charter.” 


During the succeeding weeks the giant Soviet Russian military 
machine succeeded in crushing the Hungarian revolt. Nevertheless, on 
December 1, 1956 the AFL-CIO issued a statement in which it stated 
that the free world has not met the challenge of the Hungarian revolt. 
The action of the U.N. was criticized as “too slow and too weak.” In 
view of this situation the AFL-CIO called upon the U.S. Government 
to support the following measures: 

“1. Seek to have the UN decide: (a) to demand the immediate 
withdrawal of Soviet troops from Hungary; (b) to send a 
police force to Hungary where recent events have taken a turn 
to constitute a grave threat to world peace and the principles 
of the charter of the United Nations; (c) to void the credentials 
of the Kadar agent who does not represent the people of Hun- 
gary, set up machinery for free elections under its supervision 
so as to enable the Hungarian people to establish a government 
of their own free choice which shall be fully sovereign in its 
foreign relations as well as its domestic policies and be legiti- 
mately represented in the U.N.; (d) to call upon the Soviet 
Government to release Imre Nagy and the members of his gov- 
ernment kidnapped by the Soviet military occupation authorities 
in Hungary; (e) demand that the Soviet government stop all 
reprisals against the Hungarian freedom fighters and release 
forthwith all political prisoners and deportees. 

. Until such time as the Soviet government proves, through con- 

crete action, that it can be trusted our Government, through the 
State Department, should see to it that there be no cultural or 
scientific or any other so-called goodwill exchanges between our 
country and Soviet Russia. This is to be the first step in rally- 
ing the civilized world for the moral isolation of the barbaric 
forces of evil represented by the Kremlin. 
Energetic steps should be taken to revise our country’s immigra- 
tion laws and refugee admission procedures with a view of 
greatly speeding up the admission into the U.S. of a greater 
number of Hungarian freedom fighters and their families.” 

Then addressing itself to affiliates of the AFL-CIO, the Committee 
stated: 

“We call upon every affiliate of the AFL-CIO to contribute generously 
and promptly to the AFL-CIO International Free Labor Fund so 
that it may quickly dispense adequate support to the ICFTU cam- 
paign for aiding the cause of freedom in Hungary and the mounting 
number of Hungarian workers who have had to flee the vengeance of 
the Communist terror. 

“We urge every City Central Labor body and State Federation of 
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Labor to organize protest meetings against the Soviet brutalities in 
Hungary, to utilize their local radio facilities and these meetings for 
the purpose of rallying public opinion in support of our government’s 
initiating the proposals specified in Points 1 through 3, and to take 
the lead in their respective communities for securing the strongest 
condemnation of Soviet aggression and expression of solidarity with 
and support of the Hungarian fight for freedom.” 

In due course, the Eleventh General Assembly of the United Nations 
established a Special Committee on Hungary consisting of representa- 
tives from Africa, Asia, Australia, Europe and Latin America. The 
Report of this Special Committee was an unqualified condemnation of 
the ruthless actions by Soviet Russia in suppressing the Hungarian 
revolt. 

On June 23rd, President Meany issued a special statement in regard 
to this report. He emphasized in part: 

“The authority and effectivenesse of the United Nations as an 
instrument of world peace demand that the U.N. should not limit 
itself to the mere issuance of findings. Timely and appropriate 
action must follow promptly. The gravity of the Special Committee’s 
indictment of Soviet aggression and Communist terror against the 
Hungarian people necessitates the immediate reconvening of the 
Eleventh Session of the United Nations General Assembly to act on 


this report.” 

In the words of the Special Committee, Soviet Russia was guilty of 
a “massive armed intervention by one power on the territory of another 
with the avowed intention of interfering in its internal affairs.” This 
conclusion by the Special Committee of the U.N. moved the Executive 
Council to declare, August 15, 1957 in part: 

“The Executive Council of the AFL-CIO declares that this indict- 

ment of Soviet aggression and Communist terror involves grave 

issues which demand timely and appropriate action by the U.N. 

General Assembly in the interest of just and peaceful relations 

among the nations of the world. The Executive Council, therefore, 

strongly urges our government that it should redouble its efforts 
to have the U.N. lose no further time in convening its Eleventh 

General Assembly in Special Session so that it may consider 

thoroughly and act on the Report of its Special Committee on 

Hungary.” 

It is indeed gratifying to report that a Special session of the 
Eleventh Genera! Assembly was held beginning September 10, 1952 and 
the action of Soviet Russia against Hungary was condemned. “The 
vote was 60 for condemnation, 10 against condemnation, with 10 
abstentions.” Since then, the Soviet puppet Kadar regime has refused 
to allow into Hungary Prince Wan of Thailand who was designated by 
the Special Session to survey the current situation in Hungary. 

In Hungary, Moscow’s co-existence propaganda was exploded. Never 
before were the contradictions between Communist word and deed, 
between promise and performance so completely exposed. 
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The Situation Behind the Iron Curtain 


Shortly after the Hungarian revolt the Executive Council of the 

AFL-CIO analyzed the forces at work in Soviet Russia as follows: 
“The satellites are in the throes of an economic crisis aggravated 
by years of ruthless Soviet exploitation and looting. Moscow sought 
their resources for speedily building its own gigantic war machine, 
for developing the Chinese Communist war potential. Years of 
Communist oppression have generated bitter resentment and deep- 
going unrest, mass strikes and open revolt. At first, the Kremlin 
sought to dispel the mounting discontent by softening certain features 
of its dictatorship, by introducing some so-called liberal reforms. 
After the 20th Soviet Communist Party Congress and the Khrushchev 
indictment of Stalin as a mass murderer, the forces of revolt— 
particularly among the workers, students and intellectuals—began 
to assert openly their demand for democratic rights, better condi- 
tions of life and labor, and national independence. This historic 
development reached its highest point to date in the inspiring Hun- 
garian democratic revolution .. .” 


The 20th Congress of the Soviet Communist Party expanded and 
stepped up the campaign for so-called co-existence initiated by Stalin 
himself at the preceding Congress. The Hungarian revolt exposed the 
fradulent nature and real aims of the Soviet policy for so-called co- 
existence. Along with the historic events in Poland, this revolt brought 
into bold relief the explosive situations behind the Iron Curtain. It re- 
realed additional strains and stresses facing the so-called collective lead- 
ership controlling the Soviet Communist Party and Empire after the 
death of Stalin. 

Within this leadership a serious internal conflict had developed over 
who is to succeed Stalin. Soon, it became clear that Khrushchev had 
gained the predominant position in this conflict when he eliminated at 
one blow Molotov, Malenkov, Kaganovich and others from the Soviet 
Communist Party Central Committee and other positions of influence 
and leadership. 

This latest development in the Soviet oligarchy prompted the Execu- 
tive Council to make the following analysis: 

“The latest Soviet purge is an inevitable phase of the struggle within 

the Communist Party ruling clique over succession to Stalin .. . 

“Khrushchev and Zhukov, posing as champions of ‘peaceful co-exist- 

ence’ and generous treatment of the satellites, were the primary 

architects of the savage suppression of the Hungarian people in their 
effort to secure national independence and genuine co-existence with 

Russia and the rest of the world. The more flexible Soviet foreign 

policy under Khrushchev has not provided the slightest indication of 

Kremlin readiness to restore to the Baltic, Balkan, Central European 

and Asian countries the national independence and human rights 

taken away from them by the use or threat of Soviet military force 

... It insists on turning the entire German nation into another 
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Soviet satellite . . . Soviet imperialism in the Middle East has never 
before been as brazen . . . Moscow continues its unrelenting opposi- 
tion to effective international inspection to assure suspension of 
atomic tests and cessation of production of fissionable material for 
military purposes... 
“It would be fatal for the free world and the Soviet peoples to have 
any illusions about the Khrushchev course. Its fundamental aims 
are: (1) to prepare and strengthen the Communist Party machine 
for the next stage in its drive to destroy all its critics and concentrate 
all power in the hands of its First Secretary. (2) To prepare and 
strengthen the Soviet regime for more effective pursuit and speedier 
realization of its basic foreign policy aims—domination of the world 
and its remolding in the pattern of Soviet despotism.” 

Since the Executive Council adopted the aforementioned resolution, 
Khrushchev has further consolidated his position in his drive to succeed 
Stalin. This is shown by the removal of Zhukov as Defense Minister, 
Member of the Presidium and member of the Central Committee of the 
Communist Party. In this connection, it is interesting to note that the 
Executive Council in its resolution of August 15, 1957, significantly 
stressed: 

“The Red Army is no force for liberalization. The percentage of 
Communist Party members in the armed forces is higher than in any 
other segment of Soviet society. Its leaders are fanatical Communists. 

“The test of any move towards democratization under a system of 
one-party dictatorship is the extent to which such a move reduces party 
control and domination. By this test, the new Khrushchev course, which 
aims at extending and tightening the hold of the Communist Party on 
every walk of life, is away from liberalization and democratization. It 
is rather a move towards darker reaction.” 


The Middle East 


Throughout the two years which have elapsed since the Founding 
Convention of the AFL-CIO in. December 1955, the situation in the 
Middle East has been critical. Whether it was the actions of Nasser, 
Great Britain and France over the Suez; or the conflict between Egypt 
and Israel; or the mobilization in the field by the French Government of 
at least 500,000 troops to crush the Algerian people; or the flow of Soviet 
arms into Syria—the Middle East has been in turmoil almost constantly 
during this two-year period. 

In the face of the Soviet penetration in the Middle East which has 
since reached its climax through the transfer of arms to Syria, President 
Eisenhower proposed to halt overt Communist aggression by offering 
American economic and military assistance. The Executive Council of 
the AFL-CIO supported the Eisenhower Doctrine, as follows: 
“President Eisenhower’s proposals for the Middle East are appro- 
priate steps toward preventing overt Communist aggression in this 
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pivotal area. The proposal to use armed force, if necessary to halt 
armed Soviet intervention marks no basic innovation in American 
Foreign policy. The powers requested and the objectives specified by 
the President are essentially the same as those of the Truman Doc- 
trine in regard to Greece: (a) to serve the cause of peace and pre- 
serve the national independence of peoples by deterring Soviet 
imperialist aggression and expansion, and (b) to promote their eco- 
nomic development and well-being through American aid. Only 
through the attainment of these goals can the Middle East be trans- 
formed from a hotbed of war into a bulwark of peace, from a terrible 
depressed area of economic backwardness, poverty and despotism into 
a force for peace, democracy and prosperity.” 


However, the Council was equally positive in indicating other aspects 
of the over-all situation in the Middle East which required similar 
prompt consideration. Specifically, the Executive Council stated: 

“Today, our government could render the most important service to 

the cause of peace and freedom in the Middle East and in all other 

economically under-developed areas by mobilizing American prestige 
and influence to have our allies abandon all colonialist policies—par- 
ticularly to have the French government grant the Algerian people 
their national independence. Such American action in regard to 

Algeria would deal a shattering blow to the ambitions of the most 

demagogic dictators and to the position of the Kremlin in the entire 

Middle East.” 


This fundamental position with regard to colonialism was made ap- 
plicable also to the problem raised on Cyprus where the position taken 
by the British government has led to violent outbreaks. The Council 
has proposed the following course of action to restore some degree of 
stability and peace in the Middle East: 

“1. The United States should strive to replace the present Arab- 
Israeli Armistice with a permanent treaty of peace and a Mutual 
Non-Aggression Pact between Israel and her Arab neighbors. 

“2. Towards improving the relations between the people of the Mid- 
dle East, Egypt, Israel, Jordan and Saudi Arabia—as the nations 
bordering on the Gulf of Aqaba—should be strongly urged to 
sign a treaty safeguarding freedom of navigation in this water- 
way for all ships, without regard to their national registry. 

. Towards furthering economic development and social progress in 
the Middle East, the U.N. Economic and Social Council and its 
other appropriate agencies should prepare plans and projects for 
industrial development and improved living standards.” 


The German Situation 


More than a decade has passed since hostilities ceased between Ger- 
many and the Allies of World War II. Yet, the German people are still 
denied national unity in freedom. The Soviet imperialists have stub- 
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bornly rejected every effort made by America, Britain and France to 
have the German people attain, through free elections, their national 
unity in freedom and their right to establish a fully sovereign govern- 
ment of their own free choice. Even more crudely than Stalin, Khru- 
shchev has shown Moscow’s determination to hold on to the German 
territory it now rules through its hated puppet regime. Moscow is de- 
termined to use this territory as a base from which to subvert the Fed- 
eral German Republic headed by the democratically elected Chancellor 
Konrad Adenauer and then turn all Germany into another Soviet 
satellite. 

The Executive Council believes that the entire German people should 
enjoy the fundamental human rights provided for in the Universal Dec- 
laration of Human Rights and to that end has urged the Government of 
the United States to initiate and work for the following proposals: 

“1. A free and democratic plebiscite should be held, under UN 
supervision, so as to enable the German people themselves to 
choose freely between the Eden Plan and the Molotov Plan as 
presented at the Geneva Conference of the Big Four Ministers. 


“2. The democratic procedure following in the holding of the recent 
Saar plebiscite might serve as the basis for organizing the UN- 
supervised plebiscite. 

“3. Together with the UN, the Big Four should pledge themselves 
to protect the personal safety of all individuals and the rights 
of all organizations—regardless of the plan they supported in 
the plebiscite. 

“4, After the German people have thus made their choice between 
the two plans, the Big Four should honor this free expression 
and promptly proceed with the execution of the Plan chosen by 

the Germans in the plebiscite.” 


The Struggle Against Dictatorship in Latin America 


The AFL-CIO Executive Council meeting in Washington, D. C., 
June 7, 1956, noted “with satisfaction the growing trend towards the 
strengthening of free, independent organized labor” in Latin America. 
The Council cited as “positive evidences of this encouraging progress 
. . . the emergence of free democratic trade unionists as the dominant 
element in the leadership of the General Confederation of Labor of 
Argntina now in the process of reorganization. 

“Other favorable developments have taken place in Nicaragua, where 
the scattered democratic labor unions are preparing to merge into a 
national confederation of free trade unions; in Mexico and Cuba, where 
the growth of unity in the free labor movements was evidenced at their 
recent successful national conventions; and in Colombia, Panama, Costa 
Rica and Uruguay, where similar trends towards democratic labor unity 
are under way. Also worthy of mention is the growing friendship and 
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AFL-CIO at ILO: George P. Delaney, U. S. workers’ delegate to ILO, 
talks with Sec.-Gen. Dave Morse. In center is Rep. Augustine B. Kelley. 


closer relations of the labor movement of Bolivia with the unions in the 
United States and other ORIT affiliates.” 

The Council also cited areas where no progress has been made or 
where there was retrogression, as for instance, Honduras. It further 
attacked the amended Labor Code of Guatemala which curtailed rights 
of unions and caused widespread discontent among the workers. 

Solidarity was reaffirmed “with the democratic trade unionists of 
Venezuela and the Dominican Republic, the two remaining countries in 
the Western Hemisphere still under absolute, bloody dictatorships, where 
no semblance of freedom is permitted and whose democratic labor and 
political leaders are rotting in jail or are forced to live in exile.” 

The Council wholeheartedly supported the ORIT Executive Board’s 
resolution against collaboration or unity with Communists or organiza- 
tions under their control. It also urged the Government of the United 
States “to review radically its policy in relation to Latin America, with 
the objective of strengthening our moral, political, diplomatic and eco- 
nomic support of those countries whose regimes are democratic in 
practice and are anxious to become our partners in the defense of the 
free world on a basis of equality and independence.” 

The AFL-CIO Executive Council meeting in Miami Beach in Feb- 
ruary 1957, reaffirmed its “uncompromising opposition to military dic- 
tatorships in Latin America” and restated “its complete solidarity with 
the oppressed trade union forces fighting for the reestablishment of 
democracy and freedom.” 
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The resolution of the Council noted the progress made by the forces 
of democracy in Latin America following the overthrow of the Peron 
dictatorship in Argentina, including “the return to constitutional demo- 
cratic government in Peru, and the repudiation by the people of Haiti 
and Honduras of their incipient totalitarian dictatorships.” 


The continuation of dictatorial regimes, the Council added, and “their 
acceptance as full partners in the American family of nations, weakens 
the position of the Western Hemisphere, and particularly of the United 
States of America in the struggle against the sinister forces of inter- 
national Communism and its aggressive designs.” 


The AFL-CIO hailed the downfall of the Rojas-Pinilla dictatorship in 
Colombia. The Executive Council, meeting on May 22, 1957 in Washing- 
ton, took cognizance of the restoration of liberty to that country and 
called the change “another step towards the triumph of freedom in all 
countries of Latin America.” Tse statement went on to “salute the 
brave, free trade unionists of Colombia for their contribution to the 
victory of the forces of freedom” and assured them of our continued 
support. 

Despite a favorable trend exhibited by the events in Colombia, the 
dictatorships in the Dominican Republic and Venezuela continued their 
oppressive course. In May 1957, the AFL-CIO Executive Council de- 
nounced “the flagrant kidnapping in New York City of Professor Jesus 
de Galindez and the murder in Ciudad Trujillo of the American flyer, 
Gerald L. Murphy.” The Council expressed its “deep shock at these 
monstrous crimes” and called upon the “Government of the United 
States to adopt strong measures to prevent the activities of the agents 
of Dictator Trujillo in this country” and urged “the Congress of the 
United States to initiate a full scale investigation of the Galindez- 
Murphy case and all of its ramifications.” 

In Venezuela, the dictatorship tightened its grip on the population 
and continued to jail and persecute trade union leaders. Despite the 
repeated condemnations of the ICFTU and at the ILO, Venezuela initi- 
ated in late 1956 mass deportations of previously jailed workers and 
peasants to other countries, where they were left standed without money 
or clothing. The AFL-CIO Council meeting in Miami Beach in February 
1957, voted funds for the care of these deportees and made an appeal 
for further contributions from affiliated unions—a call which was gen- 
erously responded to by many international unions. 


International Confederation of Free Trade 
Unions — ICFTU 


The AFL-CIO has continued the pre-merger American trade union 
policy of assisting the International Confederation of Free Trades 
Unions, with which it is affiliated, to grow in strength and gain recogni- 
tion as the spokesman for free labor in the councils of the world. At 
the Fifth World Congress of the ICFTU in Tunis, July 1957, General 
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Secretary Oldenbroek was able to announce that the ICFTU now has 
128 affiliates from 92 countries, representing over 54 million workers. 

During the two years of its existence, the AFL-CIO has endeavored 
to strengthen the international organization of free labor and to help 
ensure the success of its manifold activities. 

Through our representatives on the ICFTU Executive Board and its 
Subcommittees, we have contributed substantially to the elaboration of 
policies and activities in all vital areas affecting the welfare of workers 
throughout the world. 

The AFL-CIO European Representative has served on many impor- 
tant ICFTU committees and missions. We have been represented in 
various missions which the ICFTU has undertaken to North Africa, 
Okinawa, Cyprus, Latin America and other areas where trade union 
developments called for inquiry. 

In accordance with the decision of its Fourth World Congress, held 
in Vienna in May 1955, the ICFTU filled the new post of Director of 
Organization in July 1956. Mr. Charles Millard, the new Director, has 
the task of assisting the free trade union movements in all areas of the 
world. Particular emphasis are to be given to economically under- 
developed regions and to colonial areas where peoples are striving for 
national freedom. The AFL-CIO will continue to cooperate with the 
ICFTU in pursuing this important work of strengthening the relatively 
weak unions where they exist and of helping to bring them into exist- 
ence wherever possible. 

We have been particularly zealous in playing our part on the critical 
continent of Africa, as was demonstrated by our participation in the 
ICFTU Conference at Accra and in the tours made by AFL-CIO officials 
through North, West and East Africa. We have not only been active in 
North Africa but also, more recently, in the rest of that vast continent 
where new states like Ghana have gained independence and others, like 
Tanganyika and Kenya, are seeking self-government. 
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AFL-CIO delegation in a session at the Tunis Convention of the ICFTU. 
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The AFL-CIO has actively supported the ICFTU in its unswerving 
opposition to all the false united front appeals of the Soviet-controlled 
WFTU. We have repeatedly called for a firm policy disapproving the 
acceptance by ICFTU affiliates of any type of association with Com- 
munist state company-union organizations. Following the revolt of the 
brave workers of Poznan, Poland in July 1956, the ICFTU established 
an International Solidarity Fund, the need for which was emphasized by 
the full-scale rising of the gallant Hungarian people in November 1956. 
The AFL-CIO has been in the forefront of the efforts to give aid and 
comfort to the peoples suffering behind the Iron Curtain under the heel 
of Soviet imperialism and colonialism. 

The AFL-CIO has energetically supported the ICFTU in its dual 
purpose of helping world free labor (1) achieve social and economic 
progress in freedom, and (2) repulse all efforts of Communist penetra- 
tion designed to impose a new slavery on workers everywhere. 

The latest position announced by the Executive Council was issued at 
its meeting in Chicago, August 1957, when, after endorsing the decisions 
taken at the ICFTU Congress in Tunis, it stated: 

“The Executive Council approves the activities of the AFL-CIO 
delegation for the adoption of the above decisions and pledges its 
wholehearted support of the ICFTU in carrying out the policies of 
the Tunis Congress. The Executive Council notes that, in its progress 
to date along the lines further developed by the Tunis Congress, the 
ICFTU has been greatly aided by American labor through its active 
support of the ICFTU policies; (a) by helping the free trade union 
and democratic national indpendence movements in the under-de- 
veloped countries; (b) by aiding the Finnish workers to resist and 
defeat the Communist drive to capture their trade unions; (c) by 
close cooperation with the courageous leaders of Hungarian labor 
and democracy; and (d) by continuous efforts to have our country 
meet effectively its responsibilities of world leadership in the pro- 
tection of peace and the promotion of freedom and human well-being, 
today most gravely menaced by Soviet imperialism and Communist 
subversion.” 


Inter-American Regional Organization of 
Workers — ORIT 


The AFL-CIO continued to work closely with the Inter-American 
Regional Organization of Workers (ORIT), the Western Hemisphere 
branch of the ICFTU, under the leadership of Luis Alberto Monge, 
General Secretary. In addition to regular per capita payments, we have 
supported many ORIT organizational and special projects. 

The ORIT Executive Board, at its annual meeting in Miami Beach, 
Florida, January 31-February 2, 1956, rejected a fresh Communist at- 
tempt to form a united labor front in this hemisphere, reaffirmed the 
ORIT strong opposition to the military dictatorships, and renewed de- 
mands for cultural and financial help to Latin America for the expan- 
sion of its economy. 
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In 1957, the annual meeting of the ORIT Executive Board was held 
in Mexico City, February 9-11. Secretary-Treasurer William F. Schnitz- 
ler substituted for President George Meany, and Victor Reuther, sub- 
stituted for Vice President Walter Reuther. 

At this meeting, Jim Bury of the Canadian Labour Congress (CLC) 
was elected to the post of ORIT Assistant Secretary, succeeding Ernst 
Schwarz, of the AFL-CIO who had retired. 

Considerable discussion took place on budget matters and approved 
important projects in the areas of organization, education and publicity. 

The Executive Board also endorsed the report of General Secretary 
Luis Alberto Monge, recommending continued opposition to Latin Amer- 
ican dictatorship, particularly in Venezuela and the Dominican Republic, 
and reiterated labor’s traditional stand against colonialism of any sort. . 

Charles Millard, ICFTU Director of Organization, presented a plan 
of activities in different parts of Latin America, which was approved by 
the Board. 


AFL-CIO Mission to South America 


An AFL-CIO mission to South America, headed by President George 
Meany, during the latter part of 1956 has had a great impact in that 
area and has resulted in a better understanding of American labor 
problems, as well as a strengthening of the bonds of friendship between 
the free labor movements of North and South America. 


Bonds of friendship with Latin American workers were strengthened by 

AFL-CIO delegation which visited several Latin American countries. 

(Il. to r.: Pres. Meany, Vice-Pres. Dubinsky, Vice-Pres. Knight and 
Latin American Rep. Serafino Romualdi.) 
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The mission, which included Vice Presidents David Dubinsky and 
O. A. Knight and Inter-American Representative Serafino Romualdi, 
toured five Latin American countries—at the invitation of the local 
labor movements in Brazil, Uruguay, Argentina, Peru and Panama; and 
on returning to Washington, President Meany summarized his views of 
the mission. He said that “our mission was highly successful. We saw 
a great deal and we learned a great deal in the short space of 20 days. 
Everywhere we went we were warmly welcomed. We were deeply im- 
pressed by the visible evidence of progress in each country visited. 
Even more significant was the urgent desire of both government and 
trade union leaders to do a better job for the people and to do it without 
unnecessary delay.” 


Joint United States-Mexico Trade Union 
Committee 


The AFL-CIO participated actively in the Fourth Conference of the 
Joint United States-Mexico Trade Union Committee in Nogales, Mexico, 
April 2-4, 1957, which pledged the labor movements of both nations 
bordening the Rio Grande to continued cooperation in their flight for 
“the same democratic ideals of freedom, justice and equality for the 
workers of all nations.” 

The Joint United States-Mexico Trade Union Committee is an official 
committee of the Inter-American Regional Organization of Workers 
(ORIT), which is affiliated with the ICFTU. The Mexican Section is 
composed of organizations representing approximately 80 percent of 
organized labor in Mexico. The United States Section represents the 
American Federation of Labor and Congress of Industrial Organizations, 
the United Mine Workers of America and railway unions affiliated with 
the Railway Labor Executives Association. Chairman of the United 
States Section is Frank L. Noakes, who is Secretary-Treasurer of the 
Brotherhood of Maintenance of Way Employes, AFL-CIO. 

The Nogales conference adopted resolutions which included: 

1. Substitution of a specific minimum wage, “in no case lower than 
the national minimum wage,” for the present provision of the inter- 
national agreement between Mexico and the United States which re- 
quires the payment of “not less than the prevailing wage” to Mexican 
contract workers. 

2. Organization of Mexican farm workers into unions at the time 
they seek employment in Mexico, with arrangements for the acceptance 
of their Mexican union membership card for admission into U.S. unions 
and “the protection and service which such membership provides.” 

3. Discontinuance of the so-called “special permits” issued by the 
U.S. Immigration Service because they “obstruct and annul the applica- 
tion of the international agreement.” The conference denounced such 
permits and said that any agreement or practice designed to “evade or 
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contradict”.thexpainéiples, of the bilateral agreement “should be repudi- 
ated.” 

4. “Full participation” by organized labor of both countries in all 
negotiations between Mexico and the U.S. concerning the renewal, ex- 
tension or amendment of the governmental agreement on the Mexican 
contract labor program. 


International Labor Organization 


The most significant advances in the work of the I.L.0. for 1956-1957 
were made in the field of human rights, though important improvements 
were also achieved in the economic area. 

Perhaps its most far-reaching action was the action of the I.L.O. in 
adopting a convention to abolish forced labor. This convention was 
adopted by a record vote of 240 in favor, zero opposed, one absention, 
the vote of the U.S. Employer. Article I of the convention provides that: 
“Each member of the I.L.O. which ratifies this Convention undertakes 
to suppress and not to make use of any form of forced or compulsory 
labor— 

a. as a means of political coercion or education or as a punishment 
for holding or expressing political views or views ideologically 
opposed to the established political, social or economic system; 

. as a method of mobilizing and using labor for purposes of eco- 
nomic development; 

. as a means of labor discipline; 

. as a punishment for having participated in strikes; 

. as a means of racial, social, national or religious discrimination.” 

Article II provies that: “Each Member of the International Labour 
Organization which ratifies this Convention undertakes to take effective 
measures to secure the immediate and complete abolition of forced or 
compulsory labor as specified in Article I of this Convention.” 

The adoption of the forced labor convention represents a significant 
victory for the American Trade Union Organizations, who fire initiated 
this action when the A.F.L. in 1947 adopted a resolution calling upon 
the U.N. and the I.L.O. to undertake action to abolish the use of forced 
labor or compulsory labor. 

Another important action undertaken by the I.L.0. in the field of 
human rights was the decision to place the question of “Discrimination 
in the Fields of Employment” on the agenda of the 1957 Conference for 
a first discussion, leading to the adoption of an international instrument 
on the subject. The 1957 conference recommended that the conclusions 
on the question of discrimination in the fields of employment should 
take the form of a draft convention and a draft recommendation. The 
draft convention text calls on ratifying countries to declare and pursue 
a national policy designed to promote, by methods appropriate to na- 
tional conditions and practice, equality and opportunity and treatment 
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in respect of employment discrimination. The convention defines dis- 
crimination as follows: 

a. Any adverse distinction which deprives a person of equality of 
opportunity or treatment in employment and occupation and which 
is made on the basis of race, color, sex, religion, political opinion, 
national extraction or social origin; and 

b. such other adverse distinctions affecting a person’s employment 
or occupation as may be specified by the Member concerned after 
consultation with representative employers’ and workers’ organi- 
zations. 

Freedom of Association, a basic objective of the I.L.O., is another of the 
human rights problems to which the I.L.O. gave special attention during 
the years 1956-1957. 

The Governing Body of the I.L.O. requested the Director-General 
to submit a report on the desirability of setting up continuing machinery 
to establish the facts relating to freedom of association in the State 
Members of the I.L.0. The Governing Body Committee on Freedom of 
Association continued to examine a series of complaints alleging 
breaches of freedom of association. It laid down specific recommenda- 
tions in many of these cases to member states to relieve conditions of 
violation of trade union rights. 

The I.L.0. in addition devoted considerable time to the problem of 
the status of women which the I.L.O. is carrying out in cooperation with 
the U.N. 

The 40th Conference also adopted a convention and recommendation 
for the protection and integration of indigenous and other tribal and 
semi-tribal populations in independent countries. The convention charges 
government with the primary responsibility for developing coordinated 
and systematic action for the protection and integration into the life 
of their respective countries of all indigenous, tribual and semi-tribal 
peoples of the population. 


Five International Agreements 


In addition to the important actions taken in the field of human 
rights, the I.L.0. in the years 1956 and 1957, adopted five new inter- 
national instruments: a convention on weekly rest in commerce and 
offices; a recommendation on vocational training in agriculture and a 
recommendation on welfare facilities for workers; are commendation on 
forced labor; a recommendation on protection and integration of in- 
digenous and other tribal and semi-tribal populations in independent 
countries, and a recommendation on weekly rest in commerce and offices. 
The Worker Member of the U. S. delegation supported the adoption of 
all of these international instruments. 

In addition to the aforementioned international instruments adopted 
during the years 1956 and 1957, a host of resolutions were adopted by 
the I.L.O. during the years 1956 and 1957, all designed to provide the 
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basis for improvement in many areas which would have a vital effect 
upon improving the economic and social status of workers throughout 
the world. 

Especially important was a discussion and the adoption of a resolu- 
tion on automation. The resolution adopted emphasized the profound 
impact of automation on all aspects of social and labor policy, and 
urged action to assist countries in adjusting, in an orderly manner, to 
technological change. A resolution urged that early and coordinated 
measures be taken to avoid or to hold to a minimum the social disloca- 
tions and human costs which may be involved in technological progress 
to ensure the greatest possible benefit to all sectors of the community. 

A resolution dealing with reduction of hours of work was adopted by 
the 1956 I.L.O. conference, directing attention to the rapid development 
of technical and scientific progress in the increase in production which 
opened up new possibilities for the reduction of hours of work, and 
provided also that the question be put on the agenda for an early session 
of the conference. 

A resolution was adopted urging all member states of the I.L.O. 
which had not done so to ratify the convention on equal pay for men 
and women workers for work of equal value, and proposing that the 
principle of equal pay be implemented by legislation, collective bargain- 
ing or a combination of both. The resolution further requested the 
IL.L.O. to make a comparative study of varying wage differentials be- 
tween countries which had not accepted this principle. 

The I.L.0. adopted a resolution on the subject of disarmament and 
reaffirmed the hope that the work of the Disarmament Commission 
would be brought to a speedy and fruitful conclusion. 

The 1957 conference, following up the resolution on hours of work 
adopted at the 1956 conference, agreed to request the Governing Body 
to place on the agenda of the 1958 session of the conference for general 
discussion the subject of hours of work. The conference also urged the 
Governing Body, in a resolution, to expand the work of the I.L.O. in 
the field of workers education. 

By a resolution, the conference also requested the Governing Body, 
jointly with the United Nations, to arrange for intensive studies of 
national short-term and long-term housing programs. 

A resolution was also adopted by the 1957 conference calling on all 
I.L.0. member states to abolish laws restricting the free exercise of 
trade union rights. 

In the form of a resolution the conference called upon all mining 
countries to insist on strict observance of safety regulations with special 
reference to safety standards drawn up by the I.L.O. 

The I.L.0.’s technical assistance operations, while not attracting as 
much attention in the United States as some of its other activities do, 
are making significant forward strides in their function of helping to 
improve at the grass roots the working and social conditions in under- 
developed countries. 
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Operated as an integral part of the Expanded Program of Technical 
Assistance of the United Nations, the I.L.O. program sends experts to 
countries requesting assistance for the purpose of helping to put skills 
in untrained hands; to improve working conditions and earning power; 
to fill empty stomachs; and to increase human knowledge and under- 
standing of the ways of freedom. 

In many parts of the world communities with an historical back- 
ground of extreme poverty have for the first time come to the develop- 
ment of programs of social security, labor-management relations, mini- 
mum wages, factory inspection and other regulations for improving 
working conditions. The groundwork is being laid in those countries 
through democratic advancement of know-how by the I.L.O. technical 
assistance program, with the active cooperation of peoples and govern- 


ments. 
Political difficulties continue to bear heavy on the conferences of the 


I.L.0. Active Communist participation, while having no major influence 
on decisions of the issues under consideration for the I.L.0., continue to 
create tensions, solutions for which must be found. Efforts in this direc- 
tion are now in the process of being prepared for discussion at forth- 
coming meetings of the Governing Body. 


Refusal To Seat Hungary 


A particular demonstration of the effectiveness of the political forces 
of freedom and democracy in the I.L.0O. was the refusal by the 1957 
conference to seat the so-called Employer and Worker delegates from the 
Kadar Regime of Hungary. The record vote requiring a two-thirds 
majority to unseat the delegates was (in the case of the Employer Dele- 
gate and Advisers) 141 in favor of unseating, 7 against, with 35 absten- 
tions. In the case of the Worker Delegate and Advisers, the vote was 
141 in favor of unseating, with 5 against, and 20 abstentions. 

The prestige of the U. S. delegation has been undermined by the 
lack of unity of the U. S. delegation, the U. S. Government being reluc- 
tant to participate in the adoption of conventions or the ratification of 
conventions due to the Bricker influence in the State Department affairs. 
In addition, the reactionary forces of the N.A.M. and Chamber of Com- 
merce continue their open opposition to U. S. participation in the I.L.O., 

o: and have consistently voted against all progressive issues before the 
I.L.0. conference. U. S. Employers have actively lobbied the U. S. Con- 
gress in opposition to appropriation of funds and have been instrumental 
in preventing legislation designed to provide the appropriations neces- 
sary to meet U. S. financial obligations as a member state of the I.L.0. 

The Secretary of Labor and the Department of Labor have in gen- 
eral reflected an intelligent and progressive attitude toward most of the 
political and technical issues which have confronted the I.L.O. during 

the years 1956 and 1957. Secretary Mitchell should be given much of 

the credit for the alteration of the U. S. position from opposition to 
support the adoption of the forced labor convention. 
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Foreign Economic Policy 


The First Constitutional Convention of the AFL-CIO called for the 
integration of our foreign political and economic policies so as to im- 
prove the living standards, especially of economically underdeveloped 
countries. It outlined the program in this way: 

“Our country has done some of this. UNRRA was a beginning. 
American labor supported the Marshall Plan because it was con- 
ceived and largely administered in this spirit. Point Four was an 
imaginative gesture in the same direction but tragically all too little. 
Towards the same end, the Special United Nations Fund for Eco- 
nomic Development (SUNFED), provides real possibilities for de- 
veloping and expanding worthy projects for the fundamental im- 
provement of the economic conditions of the needy peoples. Our 
responsibilities include, but are not limited to, a firm and effective 
military defense of established positions against Communist subver- 
sion and aggression. Positive measures for social and economic bet- 
terment are an indispensable part of the program for the defense and 
victory of the free world.” 


In 1956 the Executive Counci! called for the passage of adequate 
foreign assistance appropriations. By 1957 it was possible to move ahead 
and the AFL-CIO made known to Congress its interest in more efficient 
long-range program planning. For the first time Congress passed a two- 
year authorization on the new development loan fund, though at a lower 
financial level than originally proposed. AFL-CIO representatives also 
made known American labor’s interest in seeing foreign aid programs 
administered so that the fruits of economic development be widely shared 
by the people and so that democratic institutions such as trade unions 
be encouraged to grow and give people a greate stake in freedom. 

Indeed there were several occasions, particularly in 1957, when Con- 
gressional realization of this public interest in a continuing foreign aid 
program contributed to saving the entire program from disastrous chop- 
ping at the very moment when Soviet imperialism is at the height of its 
many-pronged campaign to win the under-developed lands. 

In May 1957 the Executive Council in its resolution on the Interna- 
tional Situation dealt with foreign economic policy as follows: 


“Assure Congressional approval of the President’s foreign aid pro- 
gram with the additional proviso that America’s efforts to help the 
needy populations in countries like Poland should be directed towards 
providing them, through an international agency, like the Red Cross, 
with consumer’s goods rather than selling to their dictatorial regimes 
industrial machinery which might serve Moscow’s military potential. 
“Call an international economic conference of all non-totalitarian 
countries for the purpose of promoting freedom, peace, prosperity 
and social progress through joint action in: raising the purchasing 
power and productive capacities especially of the peoples in economi- 
cally under-developed areas; expanding their respective domestic 
markets; facilitating and expanding trade among the free nations; 
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stabilizing prices of the basic raw materials; and organizing a more 
just international access to the world’s natural resources; and secur- 
ing more rational international utilization of the surplus manpower 


in any particular country.” 


International Trade and Tariffs 


At its first meeting following the First Constitutional Convention of 
the AFL-CIO, the Executive Council, in February 1956, adopted a state- 
ment on International Trade Policy calling for gradual reduction of 
trade barriers and expansion of international trade and commerce: 

“Expansion of international commerce and the lessening of barriers 
to international trade must be key objectives in this country’s total 
foreign policy. Economic development—in many instances, the economic 
survival—of many countries throughout the world is dependent upon the 
ability to buy American goods and products. Many American industries 
are dependent to a substantial extent upon the exports of their products. 

“On the other hand, many basic commodities needed to continue pro- 
duction in key American industries are available only in overseas coun- 
tries. Certain foodstuffs used daily by American families must be 
imported.” 

The Executive Council reiterated the labor movement’s traditional 
support for the Reciprocal Trade Agreements Program and called for 
authorization of U. S. membership in the proposed Organization for 
Trade Cooperation as necessary to coordinate international efforts in 
the tariff and trade field. The Executive Council recognized the impor- 
tance of international trade policy to workers both at home and abroad. 
It called, however, for efforts to establish fair labor standards as a re- 
quirement for fair competition and international trade and recognized 
the need for a program of adjustment to mitigate the impact of import 


competition: 

“As long as the reciprocal Trade Agreements program is carried out 
without doing serious injury to American industry, it will have the 
wholehearted endorsement and support of the AFL-CIO. Serious injury, 
in the main, can be avoided by the continuation of the present procedure 
for peril point findings which precede all multilateral negotiations. The 
peril point concept goes a long way toward implementing the basic tenet 
that trade concessions shall be granted without doing serious injury to 
American products.” 

Bills to authorize U. S. membership in the Organization for Trade 
Cooperation were introduced both in 1956 and again in 1957. In hearings 
by the House Ways and Means Committee on the 1956 bill, our spokes- 
man stated that the AFL-CIO wholeheartedly supports U. S. member- 
ship in OTC as the logical and necessary extension of our continued 
support of the Reciprocal Trade Program. 

Since the extension of the Reciprocal Trade Program enacted for 
three years in 1955 does not expire until mid-1958, there has been no 
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major legislation in the tariff and trade field other than the Organiza- 
tion for Trade Cooperation bills. Some bills dealing with specific com- 
modities were introduced, however, but there was no action on them. 

Hearings were held by a Subcommittee of the House Ways and Means 
Committee in the fall of 1956 dealing not with specific legislative pro- 
posals but with the overall tariff and trade policy. At these hearings, 
an AFL-CIO spokesman urged continued efforts toward gradual removal 
of trade barriers. We pointed out, however, that progress in trade policy 
would be by no means certain unless necessary safeguards are injected 
to assure fair labor standards in international trade and the protection 
of those in our own country who are adversely affected by liberalization 
of tariffs. 

In line with our recommendation for an adjustment program to mini- 
mize the effect of import competition, Senator John Kennedy (D., Mass.) 
and Representative Herman Eberharter (D., Pa.) introduced at the end 
of the 1957 Congressional season the proposed Trade Adjustment Act of 
1957. This bill would provide assistance to committees, industries, busi- 
ness enterprises and individuals to facilitate adjustments made necessary 
by the trade policy of the U. S. 

The AFL-CIO Executive Council has urged the ILO to make a thor- 
ough study of the role of labor standards in the international trade 
picture and to develop suggestions whereby the ILO, in cooperation with 
other international organizations, might help to minimize the effect of 
labor standard differentials on trade. 


ILO Ceiling Legislation 


U. S. employers have actively lobbied the U. S. Congress in opposi- 
tion to appropriations of funds and have been instrumental in preventing 
legislation designed to provide the appropriations necessary to meet 
U. S. financial obligations as a member state of the ILO. 

The United States share of the 1957 budget of the International 
Labor Organization exceeds the present statutory ceiling on U, S. 
contributions to the ILO. In view of this situation, S. J. Res. 73 was 
introduced, authorizing an increase in the ceiling on U. S. annual ILO 
contribution from $1,750,000 to $3,000,000. 

~ The Senate Foreign Relations Committee favorably reported S. J. 
Res. 73 with an amendment to increase the existing ceiling to $2,000,000 
instead of the $3,000,000 proposed in the original resolution. 

(For report of AFL-CIO Department of International Affairs, see 
page 299.) 
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Old-Age, Survivors and Disability Insurance 


The program of old-age, survivors and disability insurance has grown 
substantially in the last two years as a result of the 1954 amendments 
and the liberalizations for which we fought in 1956. More than 10 
million people are receiving cash benefits, with monthly outlays totalling 
a half billion dollars. One quarter of these persons are survivors of 
insured workers. Nearly six million are retired workers. The others are 
their dependents or disabled persons. 

The average old-age benefit received by retired workers equals 
$64 a month. About one-third such persons are entitled to $75 or more, 
with 1% eligible for the maximum of $108.50. 


Mrs. Jane Gavin, widow of a union carpenter, receives ten millionth 
social security check from Marion Folsom, Sec. of Health, Education 
and Welfare. 
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Many of the newly retired workers are from the groups to whom 
coverage has recently been extended, especially farmers. Their contri- 
butions have added to the growing income of the insurance programs. 

While the total reserve in the trust funds is temporarily stabilizing 
at a level of about $23 billion, this amount is an adequate cushion for 
the present, and it will be increased by the scheduled additions to 
contribution rates. 

As the Executive Council pointed out in August, 1957, the trade 
union movement has always insisted on realistic, long-term financing 
of the social security insurance program and has always supported the 
increased contribution rates necessary for the improvements we have 
advocated. As an additional safeguard, the AFL-CIO sponsored the 
amendment adopted by Congress last year for an Advisory Council on 
Social Security Financing which is shortly to review the status of the 
trust funds in relation to the long-term commitments of the program. 


The great majority of Americans are now protected by old-age, 
survivors and disability insurance. For many state and local employees, 
however, the question of securing coverage under adequate terms on 
a voluntary basis is currently an important issue, although two million 
are already included. The largest excluded groups in other fields for 
whom the AFL-CIO has advocated coverage are doctors and people who 
do not have sufficient earnings to meet present minimum requirements, 
especially farm laborers, domestic workers, small farm operators, and 
other self-employed persons. 


Advances Achieved In 1956 


One of the major legislative accomplishments of the 84th Congress 
was the passage of H. R. 7225, which made several vital improvements 
in our Social Security law. (Public Law 880.) Its passage—despite 
fierce opposition by the Administration, the American Medical Associa- 
tion, and the Chamber of Commerce—is a tribute to the leadership of 
the Congress and to the good sense of the American people who indi- 
cated their interest in the much-needed changes. 

For many years, it has been recognized that our social security 
system had two serious deficiencies. 

It contained a rigid 65-year eligibility age for women workers, for 
wives of retired workers, and for widows. This meant that a woman 
who became widowed at any age below 65 had to wait until that age 
before she could receive any benefits. This was a cruel blow to a 
woman of, for instance, 60 years of age who had never worked before. 
Could she be expected to go to work at that age? Similarly, a married 
man retiring at 65 or 70 could receive benefits only for himself, rather 
than for a couple, as long as his wife was under 65. 

The other major deficiency of the system was the fact that a totally 
and permanently disabled person, although otherwise entitled to retire- 
ment benefits, had to wait until age 65 to receive such benefits. The 
only recourse for such a person was public assistance. 
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Legislation In 84th Congress 


In the last days of the first session of the 84th Congress, the House 
had before it a bill which made some modest beginnings to meet these 
two problems, plus some other welcome changes. The eligibility age 
for all women was reduced to 62—on the grounds that the average wife 
was three years younger than her husband—and totally disabled persons 
aged 50 or over were made eligible for monthly benefits. 

Modest as these changes were, the Administration opposed them— 
even though the bill called for higher taxes to pay for the extra costs. 
But before the Administration could mobilize against the bill, the 
House passed it by the overwhelming vote of 372 to 31. 

The situation in the Senate was not so easy. By the time the second 
session rolled around, the Administration guns were aimed at H. R. 
7225. Led by the Secretary of Health, Education and Welfare, Marion 
Folsom—and supported by all the conservation groups in the country— 
the Administration fought against the two major provisions of the 
bill. The opposition was formidable; H. R. 7225 prospects did not look 
hopeful. The senate Finance Committee dropped the disability pro- 
vision and retained the 62 year change only for widows. 

To meet this situation, the Senate leadership and influential mem- 
bers developed a modified program which immediately won the support 
of the AFL-CIO. Senator George sponsored an amendment to estab- 
lish disability pensions under a separate trust fund and Senator Kerr 
sponsored an amendment to make working women and wives eligible 
for pensions at age 62, with payments slightly reduced from those paid 
at age 65. 

The bitter opposition to these amendments—especially the George 
proposal—remained; but the modifications were sufficient to rally some 
doubtful Senators to support of the proposals. The lowered age require- 
ment fcr women was adopted by an overwhelming vote—86 to 7. But 
the real showdown came on the George proposal. It was adopted by a 
one-vote margin, resulting from the following division: 

Voting for disability benefits 47 (41 Democrats, 6 Republicans) 
Voting against disability benefits 45 (7 Democrats, 38 Republicans) 


After these tests, the Senate unanimously approved final passage of 
the bill. The President reluctantly—but aware of the political implica- 


tions—signed the bill. 

Already over 100,000 disabled persons are receiving cash monthly 
payments, and more than 800,000 women aged 62-64 have been 
awarded old-age benefits. 

Because of the strong opposition which had to be overcome, the 
provisions for disability benefits are less liberal than the AFL-CIO 
desired. Very strict interpretations, funneled down through the state 
agencies that make determinations, have resulted in too many denials 
of applications for monthly disability benefits and for the freezing of 
pension rights in the years following disability up to age 65. 
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The Forand Bill—H. R. 9467 


The Executive Council at its February, 1957 meeting adopted rec- 
ommendations of the Social Security Committee for meeting “the more 
urgent present needs” in line with the AFL-CIO Convention Resolution 
on old-age, survivors, and disability insurance. The Executive Council 
urged that Congress immediately adopt a set of proposals, especially 
the following. 

1. An increase in the earnings ceiling or wage base to reflect the 
rise of wages since the start of social security and to maintain a wage- 
related benefit consistent with our free enterprise system. 

2. A minimum 10% increase in present benefits with a $5 per month 
increase for all beneficiaries currently receiving a benefit of less than 
$50. 

3. Hospital, nursing home, and surgical service benefits for per- 
sons eligible for old-age and survivors insurance benefits. 

Our Social Security and Legislative Departments promptly explored 
the best means of carrying out these recommendations in the light of 
technical considerations and Congressional interest. Considerable sup- 
port for these and other changes desired by the AFL-CIO was found on 
the Hill but it was clear enactment could not be secured this year. 


AFL-CIO Support For Forand Bill 


Comprehensive amendments to meet the major urgent needs men- 
tioned by the Executive Council were introduced in the House of Rep- 
resentatives by Congressman Aime J. Forand of Rhode Island on 
August 27. President Meany promptly hailed the proposals in this bill, 
H. R. 9467, as “necessary, sound and enlightened.” We have urged that 
hearings be held on the bill early next year. 

H. R. 9467 would increase cash monthly benefits about 10% on 
the average through a liberalized benefit formula for future bene- 
ficiaries and through a table to raise benefits for persons now on the 
rolls. A single individual or a family unit now receiving benefits would 
receive at least $5 more each month. In addition, the principle of relat- 
ing benefits to earnings would be re-applied by increasing the earnings 
ceiling for contribution and benefit purposes from $4,200 to $6,000 a 
year. This would partly offset the lag of benefits behind earnings levels 
and would help to finance other improvements. 

For a person with average monthly earnings of $200, the new 
primary insurance amount would be $85.80 instead of $78.50. With a 
$6,000 wage base ceiling, the maximum individual benefit would become 
$151.80 instead of $108.50. 

Ceilings on family benefits would be adapted to these changes by 
increasing the lowest family maximum to $55 (instead of $50) and the 
highest to $305 (instead of $200). Even at the new maximum, how- 
ever, family benefits would equal only 61% of average monthly earnings. 
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Through a new “drop-out” provision on calculation of benefits, one 
additional year in which a person had no earnings or low earnings 
could be omitted for each 7 years in which he worked in covered employ- 
ment. These “drop-out” years would be in addition to the 5 years that 
may now be dropped. Thus persons covered from 1937 could by 1959 
drop 8 additional years. 

This change would result in the new earnings base being reflected in 
benefits of persons retiring in the near future. Otherwise persons 
would be paying contributions on earnings up to $6,000 with too little 
immediate return. 


Proposed Health, Hospital Benefits 


The new program of health benefits would cover the cost of certain 
hospital, nursing home, and surgical services for persons receiving old- 
age and survivors insurance benefits and for persons who would be 
eligible for OASI benefits if they applied. The usual hospital services, 
in semi-private accommodations, for up to 60 days of hospitalization in 
a 12-month period would be paid for if a qualified physician certifies 
that such services are necessary. 

Skilled nursing home care would be covered if the patient is trans- 
ferred to the nusing home from the hospital, provided a doctor certi- 
fies that the services are necessary in connection with the same condi- 
tions that were being treated in the hospital. Up to 120 days of 
combined hospital and nursing home care could be paid for in the 12- 
month period, but not mare than 60 of these days could be days of 
hospital care. Payment would also be made for surgical services, includ- 
ing dental surgery in a hospital. 

To finance these proposals the present step-up schedule of contribu- 
tion rates for emloyers and employees would be increased % percent 
each, and the present rate for the self-employed would be increased 
34 percent beginning January 1, 1959. The increased contribution rates 
now scheduled for 1960 for employers, employees, and the self-employed 
would be postponed to 1961. 


Other Legislative Actions and Proposals 


Among more than 200 other bills in this field introduced in 1957, 
there are many that meet one or more of the long-run objectives of the 
AFL-CIO. These too will be before the House Ways and Means Com- 
mittee and the Senate Finance Committee for consideration in 1958. 
A number of minor amendments to the Social Security Act were 
adopted in 1957, of which a few may be mentioned. The time of applica- 
tion for the disability freeze was extended to June 30, 1958. Broader 
definitions of wife, husband, widow and widower were inserted, Cali- 
fornia, Connecticut, Minnesota and Rhode Island were added to the list 
of states which are permitted to split a state or local retirement system 
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and extend social security coverage only to those employees who desire 
coverage, and speedy completion of referendum votes in such cases was 
facilitated. 

Two measures were advocated by the Eisenhower Administration in 
1956 affecting the whole old-age and survivors insurance program. 


1. One was the proposal for the annual, consolidated reporting of 
workers’ earnings by employers to take the place of quarterly reports 
required by the original Social Security Act. The resolution on unem- 
ployment insurance adopted in 1955 by the-convention of AFL-CIO had 
already pointed out that this proposal constituted a threat to unemploy- 
ment insurance. If quarterly reports by employees for OASDI purposes 
are abolished, the drive of employers to abandon quarterly reports under 
the state unemployment insurance laws will be strengthened, and benefits 
may be shifted to a less desirable relationship to a worker’s average 
earnings. As the resolution stated, “such a change would work to the 
detriment of unemployment insurance claimants unless proper safe- 
guards can be provided.” 

In line with this policy statement, the staff of the AFL-CIO urged 
the Administration to attempt to develop appropriate safeguards for 
inclusion in its proposal to go along with the reduction in paper work 
required for employers. The bill that was finally introduced by Con- 
gressman Reed, H. R. 8309, did not include any safeguard. 

While we have so far succeeded in blocking this dangerous type of 
change, the issue is not dead. 

2. The other proposal of the Administration in 1956 involved the rate 
of interest on investments of the Trust Fund. The proposal, adopted by 
Congress, was to exclude short-term obligations from the computation 
of the interest rate received by the Fund on investments in government 
securities. Secretary Folsom testified that “Because long-term securities 
normally have higher interest rates, this change would increase income 
to the system slightly, on the average, by roughly four-hundredths of 1 
percent of the covered payroll, or about $80 million a year.” 

However as matters have worked out so far, the Trust Fund is not 
sharing appreciably in current high interest rates. Indeed the change 
means that $50 million less is being received this fiscal year that would 
have flowed into the Trust Fund under the old provision. 


Public Assistance 


Substantial improvements in public assistance were enacted in 1956 
as part of the drive of Congressional liberals to make social security 
more adequate. 

Labor of course supported these efforts, which were spearheaded by 
Senators Long and Magnuson, going beyond timid proposals by the 
Eisenhower Administration. 

In connection with federal grants to the states, the matchable maxi- 
mums for old-age assistance, aid to the blind, and aid to the permanently 
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and totally disabled, were increased to $60 per month, and the federal 
share was changed to four-fifths of $30 and one-half of the balance up 
to $60. For aid to dependent children, it was impossible to obtain as 
liberal improvements though some were made. 

Among other notable changes were the addition of federal grants to 
the states for medical care of public assistance recipients on a 50-50 
matching basis up to $6 on the average per month for adults and $3 for 
children; increases in the total appropriations for Puerto Rico and the 
Virgin Islands; authorization of federal grants for cooperative or dem- 
onstration projects in social security; and a higher authorization for 
federal child welfare funds ($12 million instead of $10 million). Even 
with these changes, the various programs of public aid still have many 
deficiencies which have been pointed out in resolutions and other official 
statements of labor organizations. 

While we have been seeking to strengthen the welfare programs, 
opponents of adequate federal participation have continued their earlier 
drives to limit or eliminate federal grants. 


Unemployment Insurance 


Federal Advisory Council 


The Federal Advisory Council was established under the Wagner- 
Peyser Act of 1933. It is a tri-partite body, responsible for advising the 
Secretary of Labor on matters relating to employment and unemploy- 
ment and the administration of the public employment services and un- 
employment insurance. The members are appointed by the Secretary of 
Labor. As of January 1, 1956, the following persons served as employee 
representatives: 

Harry Boyer, President, Pennsylvania CIO Council; 

James Brownlow, President, Metal Trades Department, AFL-CIO; 

Nelson Cruikshank, Director, Department of Social Security, AFL- 
cIO; 

Mrs. Katherine P. Ellickson, Assistant-Director, Department of Social 
Security, AFL-CIO; 

Cc. J. Haggerty, Secretary-Treasurer, California State Federation of 
Labor; 

Harry Kranz, then Legislative Director, New Jersey State CIO 
Council; 

Leonard Lesser, Legal Consultant, Social Security Department, 
United Auto Workers; 

Joseph M. Rourke, Secretary-Treasurer, Connecticut State Federation 
of Labor. 

Mrs. Ellickson’s term expired in June 1956, and on the recommenda- 
tion of Pres. Meany, the Secretary appointed George Brown, political 
education director, Oregon State Labor Council, as a replacement. 
Brownlow resigned in March 1957, and Kranz’ term expired in June 
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Unemployment Compensation, always necessary, takes on additional im- 
portance as shifts and dislocations occur in nation’s economy. 


1957. On nomination of Pres. Meany, these two positions were filled by 
Jesse C. McGlon, general vice-president, International Association of 
Machinists, and Jacob Clayman, international representative, Amalgam- 
ated Clothing Workers. 

It must be stated that the prestige and effectiveness of the Council 
declined during the past two years largely as a result of the reluctance 
of the Secretary of Labor to accept the Council’s advisory function and 
to consult with it on policy matters related to the administration of the 
Employment Security Program. It has largely been relegated to a 
window-dressing capacity. 

This tendency was abetted early in 1956 by a position taken by the 
employer members to the effect that they would not participate in any 
vote on any subject before the Council. They maintained that the ad- 
visory function of the Council should be confined to a discussion of 
issues, with the various views presented being summarized and passed 
on to the Secretary. Confronted with what amounted to a strike against 
the Council’s entity as an advisory body, the Secretary failed to exercise 
any leadership in restoring its standing. The labor members were forced 
to accept a weak compromise procedure. 

For twenty years the Council fulfilled an important purpose in bring- 
ing‘to the government administrators the views and experience of in- 
formed public members and the representatives of the groups most 
affected by the Employment Security Program. Membership in the 
Council is continued at present in the hope that the Secretary of Labor 
will restore the Council to its early position of active participation in 
the formulation of the policies of the Department in accordance with the 
purposes of the law under which it was established. 
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Administration Program 


In December 1956, the Secretary of Labor urged the states to shed 
their complacency and “do what needs to be done” to improve unemploy- 
ment insurance. Said the Secretary, “I don’t think there is any question 
that the responsibility of the federal government will tend to increase to 
the extent that the states neglect their responsibility.” 

In January 1957, the President, as in previous years, urged states to 
raise the maximum benefits so that “the great majority of covered work- 
ers will be eligible for payment equal to at least half of their regular 
earnings.” This was later interpreted by the Department of Labor to 
mean that the maximum should be at least 60 to 66-2/3% of state’s 
average weekly wage. 

Not only has no state brought its benefits back up to these recom- 
mendations, but the net result of two years of state legislative activity 
is that unemployment insurance is further from its intended goals than 
ever before. 

In 1956, although 19 legislators met (nine called in special session) 
only four improved the benefit provisions. In the 1957 sessions amend- 
ments on unemployment insurance were introduced in 44 states, but only 
22 raised benefit levels. In two years, only nine states have lengthened 
the duration of their benefits, and the net result of the improvement in 
maximum benefits is that they are now a smaller percentage of average 
weekly wages than they were two years ago. 

Two legislatures were called in special sessions to deal with the crisis 
in unemployment insurance. In both cases—Michigan in 1956 and New 
York in 1957, the legislature failed to pass a suitable bill as requested 
by the governors. 

The record is now clear and complete as to the ineffectiveness of 
recommending action to state legislatures. Only federal action can re- 
store unemployment insurance to its intended purpose. 


Proposed Changes 


In 1957 the Administration’s only proposals for federal unemploy- 
ment insurance were (a) extension of coverage to firms with 1 to 3 per- 
sons, to ex-servicemen, and to employees of Puerto Rico, and (b) 
temporary disability benefits for employees in the District of Columbia. 
None of these measures reached the floor of either the House or Senate. 

A bill, with Administration support, to change social security to an 
annual reporting basis (rather than quarterly) was also introduced in 
the 1957 session of Congress. (See discussion under proposed amend- 
ments to OASDI—page 191.) 

Bills were introduced in both 1956 and 1957 providing for judicial 
review on compliance findings of the Secretary of Labor. While the 
AFL-CIO does not oppose the principle of judicial review, the bills intro- 
duced would, if adopted, make still less effective the role of the federal 
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government in the administration of unemployment insurance. Any pro- 
vision for judicial review should be designed to protect a claimant—or 
an aggrieved employer—against an arbitrary decision of a state agency 
as well as to protect a state against what it feels is an arbitrary decision 
of the Secretary of Labor. 

The Bureau of Internal Revenue has announced a policy of attach- 
ment of unemployment benefits for unpaid income taxes. Attaching or 
garnisheeing these benefits makes a mockery of the purposes of unem- 
ployment insurance. 


Legislative Actions In States 


1. Coverage: Nine states or territories extended coverage to new groups 
of employees and eight states restricted coverage in 1957. The major 
extensions were to state or local government employees or both (Minne- 
sota, New Hampshire, Oregon, Vermont and Michigan). In some cases 
this new coverage is mandatory, in others it is optional with the political 
jurisdiction. 

Twenty-three states still do not permit election of coverage of state 
and local government employees; forty-three states do not provide 
mandatory coverage for a state government worker. 

The first law covering agricultural workers was enacted by Hawaii 
this year, but not as an integral part of the existing unemployment in- 
surance law. Eligible are farm workers who have been employed any 
part of each of 30 weeks during a consecutive twelve month period by 
the same employer, and providing there are at least twenty employees. 
Idaho, Vermont and Maine made minor extensions in coverage. 

States and territories that have restricted coverage and excluded 
employees hitherto covered are Minnesota, Alaska, California, Nevada, 
Tennessee, Washington and Iowa. Iowa changed its coverage from em- 
ployers of four or more in fifteen weeks to four or more in twenty weeks. 

Despite numerous labor-supported bills to extend coverage to firms 

of one or more employees, there has been no movement in this direction 
in the 1956 or 1957 sessions. Only eighteen laws cover employers with 
less than four employees. Three states (Alabama, Massachusetts and 
New York) still do not permit employers to elect coverage for work in 
excluded employment. The last substantial gain in coverage was in 1955, 
when the Federal Unemployment Tax Act extended coverage to employ- 
ers of four or more and forced the status to bring their law in conformity 
(e.g., Virginia in 1956 extended from employers of eight to employers 
of four). 
2. Wage Qualifying Requirements. In 1956, three states (Georgia, Ken- 
tucky and Virginia) raised the required base year earnings and in 1957 
higher base year earnings requirements were adopted in 13 states and 
Alaska. The amount of the increments ranged from $42 to $375. 

Missouri changed from a requirement of earnings in two quarters 
to a much more severe formula requiring $15 earnings in each of seven- 
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-teen weeks during the base period. Only Montana relaxed its qualifying 


requirement. Some of the stricter requirements that have been adopted 
are justified by rising wage levels, but some of the states that have 
tightened this requirement already were disqualifying too large a pro- 
portion of unemployment insurance applicants. New qualifying require- 
ments continue to be inactive without any advance statistical testing 
of their effects. 

3. Basic Maximum and Minimum Levels. In 1956, three states (Georgia, 
Kentucky and Virginia) increased their maximum benefits in each case 
by $4. 

In 1957, only twenty-one states increased the maximum benefit 
amounts compared with thirty-two states in 1955. In ten states the in- 
crease varied from $2 to $4 and in ten states from $5 to $10. Wyoming 
adopted flexible maximum expressed as 55% of the state average weekly 
wage which resulted in an increase this year of $11. In Utah where the 
flexible maximum is 50% of the state’s average weekly wage there was 
an automatic increase in the maximum in July, 1957 from $35 to $37. 

Despite the improvements in the maximum benefits the relationship 
of maximum benefit levels to average weekly wages shows a net loss in 
the last two years. Unemployment insurance maximums are falling still 
further behind rising wage levels. At the close of the 1955 legislative 
sessions, seven states representing 12.4 of covered workers provided a 
maximum that was over half the state’s average weekly wage. Now 
there are only six such states and they account for only 4.4% of all 
covered workers. 

In 1956 two states, Georgia and Virginia, increased their minimum by 

only $2. In 1957 eleven states increased their minimum by amounts vary- 
ing from $1 to $7.50. Only eight states now have minimums from $11 to 
$17; in all others the minimum is $10 or less. 
4. Duration of Benefits. In 1956 three states extended the duration of 
benefits; Georgia from a uniform twenty weeks to a uniform twenty-two 
weeks (for claimants with base period wages equal to four times high 
quarter wages); Mississippi from sixteen to twenty weeks uniform; and 
Virginia, with a variable duration, from a maximum of $16 to a maxi- 
mum of eighteen weeks. 

In 1957, six states lengthened the duration of benefits. Maryland 
changed from a 26 week variable to a 26 weeks uniform duration. Maine 
and Montana increased their uniform durations from 23 to 26 weeks and 
from 20 to 22 weeks respectively. Three states with variable duration 
raised the maximum by two to six weeks. No states yet have a uniform 
duration of 39 weeks; one state has a uniform duration of 30 weeks; and 
only seven have a uniform duration of 26 weeks. 

5. Dependent Allowances. During 1956-1957 no new state has added de- 
pendent allowances. 

Connecticut and Massachusetts increased the allowance for each 
dependent from $3 to $4 this year. Michigan extended the benefit sched- 
ule to provide a $1 increase for claimants with dependents. Upward ad- 
justments in the maximum allowable with dependents have been made 
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in Illinois, Maryland, Nevada and Wyoming as a result of increases in 
the basic maximums. In some of the states with dependent allowances, 
high base year earnings requirements continue to make it very difficult 
to collect the augmented maximum benefit even when the claimant has 
the specified number of dependents. 

6. Temporary Disability. No states have added temporary disability 
benefits to their unemployment insurance and only the four original 
states—California, Rhode Island, New Jersey and New York provide this 
protection. 

Generally, state laws disqualify ill or injured claimants as “unavail- 
able for work.” This year Maine ameliorated its availability clause in 
the interest of temporarily disabled claimants. A claimant who became 
ill or disabled after filing a claim and registering for work will not be- 
come ineligible if no suitable work is offered after the beginning of the 
illness or disability. New York raised temporary disability benefits in 
1956. 

7. Eligibility and Disqualifications. Only two states and one territory 
liberalized their eligibility requirements in 1957. Two states made theirs 
worse. : 

Alaska amended the availability-for-work provision to permit non- 
commercial hunting and fishing necessary for the survival of the claim- 
ant if no suitable work is offered. Maine now allows benefits to temporar- 
ily disabled claimants if no suitable work is offered. Maryland no longer 
requires claimants over 65 to engage in an “active search for work” if 
they have been temporarily laid off and are subject to recall. 

Missouri now requires a claimant to be “earnestly” as well as “ac- 
tively” seeking work. In Illinois a claimant will now be considered un- 
available for work when his principal occupation is that of a student 
even when on vacation. 

8. Supplementary Unemployment Benefits. Concurrent payment of sup- 
plementary unemployment benefits and unemployment insurance is now 
possible in thirty-eight states. 

Three of these (Georgia, Maryland and Colorado) amended their 
statutes; in the other thirty-five states concurrent payments were au- 
thorized by administrative decision and interpretation of the statute 
(Alabama, Arizona, Arkansas, California, Colorado, Connecticut, Dela- 
ware, District of Columbia, Florida, Illinois, Iowa, Kansas, Kentucky, 
Louisiana, Massachusetts, Michigan, Minnesota, Mississippi, Montana, 
Missouri, Nebraska, New Jersey, New York, North Dakota, Oklahoma, 
Oregon, Pennsylvania, Rhode Island, Tennessee, Texas, Utah, Vermont, 
Washington, West Virginia, Wisconsin, Wyoming). 

Four states require supplementary unemployment benefit payments 
to be deducted from unemployment insurance, that is, they do not permit 
concurrent payments. 

In two of these (North Carolina and Ohio), the decision was made 
by administrative ruling, and Ohio will not even allow substitute or lump 
sum SUB payments to be made concurrently with unemployment insur- 
ance. The other two (Virginia and Indiana) have specifically amended 
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their statute to prohibit concurrent payments, Virginia by including 
SUB payments in the definition of wages and Indiana by requiring un- 
employment compensation benefits to be reduced by the amount of SUB 
payments. 


Interstate Conference 
Of Employment Security Agencies 


Some improvements in relations with this organization have taken 
place during the last two years. 

This was made possible by the fact that in 1956 the Executive Com- 
mittee of the Conference adopted changes in their code which were de- 
signed to eliminate the purely lobbying activities of the organization 
and its members which have for so long been the object of criticism 
from organized labor, This change in the code however was not effec- 
tively supported—in fact, it was to some considerable extent undermined 
by the failure of the Secretary of Labor to back it up by an effective 
Administrative Order. The regulations submitted to the Secretary by 
the unanimous action of the Federal Advisory Council and which were 
designed to eliminate the lobbying activities of this organization were 
amended by the Secretary in a manner which made them practically 
meaningless. 

While the code prohibits lobbying in the direct and overt manner in 
which it was previously conducted, the record of the Interstate Confer- 
ence remains one of consistently supporting legislation designed to 
weaken the role of the federal government in unemployment insurance 
and, consequently, to make this program one providing less adequate 
protection to unemployed workers. 


Workmen's Compensation 


Half a century has passed since the beginning of workmen’s com- 
pensation in the United States. It is time for a review of progress and 
an appraisal of shortcomings in the oldest of our social insurances. 

State legislatures have experienced greater activity in this field 
during the past two years than has been seen ir a long time. Since 
the merger session of the AFL-CIO more than two hundred amendments 
to workmen’s compensation laws have been enacted by the federal, state 
and territorial legislatures. 

The large number of jurisdictions which have made improvements 
of their workmen’s compensation acts is indicative of the alertness and 
efforts of state bodies to improve the lot of workers injured on the job. 
In spite of this most commendable activity, workmen’s compensation laws 
on the whole have fallen far short of the objectives set by the AFL-CIO 
at its first convention. In fact, so serious is their inadequacy that after 
fifty years the entire program of workmen’s compensation is in danger 
—not so much from outside attack but from internal neglect. 
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Each phase of protection for injured workers by workmen’s com- 
pensation has almost as many varieties as there are jurisdictions, and 
a review of the activity within the 54 jurisdictions must be in general 
terms. 


Coverage 


Only twenty-three jurisdictions have wiped out exemptions on the 
basis of the number of employees per employer. With the exception of 
one state, the remaining jurisdictions exempt employers depending on 
the number of their employees between two and ten. One jurisdictio: 
still exempts all employers who have less than 15 employees. The trena 
is toward removing all numerical exemptions. 

Twenty-nine states have compulsory laws for the employments 
covered, and twenty-five jurisdictions still have elective coverage. Illi- 
nois, which had elective coverage of occupational diseases, has removed 
this barrier. A number of jurisdictions which have elective coverage 
are compulsory to certain activities. Very limited improvements have 
been made in recent years by the elective states in adopting com- 
pulsory coverage. 

Most agricultural workers are stili without protection. During the 
past two years only two states, Kentucky and Pennsylvania, have 
amended their laws to grant full occupational coverage. Twenty-eight 
states plus Alaska, District of Columbia, Hawaii, Federal Employees 
and the Longshoremen’s Act cover all occupational diseases. Nineteen 
states and the Territory of Puerto Rico have a list of scheduled occupa- 
tional diseases covered by workmen’s compensation. Two states, Missis- 
sippi and Wyoming, make no provisions for workmen’s compensation 
for a worker suffering a job-incurred occupational disease. Failure to 
cover all occupational injuries remains a national disgrace. 


Radiation 


The merger convention of the AFL-CIO recommended that “pro- 
visions for fair compensation for workmen suffering radiation injury” 
should be incorporated into law. 

The Director of the AFL-CIO Legislative Department, addressing the 
1956 convention of the International Association of Industrial Accident 
Boards and Commissions said: “It would indeed be ironic if workers 
dealing with radioactive materials, workers who are in the most for- 
ward-looking and advanced industries, were to be deprived of adequate 
compensation protection because of backward-looking or unintentional 
gaps in the legislation. 

Thirty-three jurisdictions provide full coverage for all occupational 
diseases; and 12 jurisdictions provide schedule coverage for radiation 
diseases. 
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Six jurisdictions have schedule coverage of occupational diseases 
(Alabama, Iowa, Maine, New Hampshire, Tennessee and Puerto Rico) 
but provide no coverage for radiation diseases. Mississippi and Wyo- 
ming provide no coverage for the occupationally injured worker, and 
Montana limits coverage to four occupational diseases. 

It should be noted, however, that legal interpretation of the statute 
language of both “full coverage” and “schedule coverage” states is 
needed to determine if radiation job-incurred injuries are covered. 

Due to the “peculiar nature” of radiation hazards, claim filing 
limitations under workmen’s compensation acts today could in effect 
deny compensation to an untold number of injured workers. 

Since sixteen jurisdictions limit medical benefits, workers suffering 
from radiation incurred diseases would in those jurisdictions be com- 
pelled to meet the bulk of their medical costs. In thirty-eight states, 
unfortunately, either the employer or insurance carrier has the authority 
to designate the doctor. 

Once disabled by a radiation disease, the injured worker’s oppor- 
tunities of employment are narrowed by failure of second-injury funds 
to provide coverage from the fund. Only 14 jurisdictions appear to 
accept the risk of future employment of partially disabled workers 
through their second injury funds. 

Three states, Illinois, New York and Oklahoma, have broadened their 
coverage of radiation incurred injuries within the past year. 


Medical Benefits 


Fourteen jurisdictions by statute provide specifically that medical 
aid must be furnished without limit as to time or amount. 

Twenty-one jurisdictions have fixed limits of medical benefits by time 
or amount but have also granted their administrative agency the 
authority to extend medical benefits without limitation. Texas and 
Nevada are among the jurisdictions which have recently extended 
unlimited medical benefits, and medical benefits have been improved in 
Alabama, Colorado, Illinois, Missouri, Montana, Tennessee, Utah, Ver- 
mont and Wyoming. However, thirteen states and Alaska still limit 
by time, cash amount, or by both the medical benefits available to 
workers suffering job-incurred injuries. One jurisdiction has a maxi- 
mum time limit of six months and a cash amount limit of $1200 for 
medical benefits. 


Compensation Cash Benefits 


1) Waiting Period: Oregon still stands alone; no waiting period 
is required before an Oregon worker becomes eligible for benefits. 
Three jurisdictions—Washington, Maryland and Connecticut—have 
reduced the number of days of disability before payment is retroactive 
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to the date of injury. Most jurisdictions have a seven-day waiting 
period and compensation is retroactive depending on the jurisdiction 
if the disability lasts anywhere from one to seven weeks. Seven juris- 
dictions make no provision for retroactive compensation to the date 
of injury. The trend, however, is to reduce the number of days in 
the waiting period and the number of days or weeks of disability 
before compensation becomes retroactive to the date of injury. 

2) Temporary Total Disability: Seventeen states have adopted 
increases in maximum temporary total disability payments by amounts 
ranging from $2 to $5 a week, 11 states from $5 to $15 per week, 3 
states over $15 per week, while Hawaii has increased payments from 
350 to $75 per week. 

Today 27 of the 54 acts provide maximum temporary total disability 
payments of $30 or more but less than $40. Two jurisdictions still have 
maximum payments of less than $30. In September of 1954, only 12 
of the jurisdictions authorized maximum weekly cash benefits of $40.00 
or more for temporary total disability, but by August, 1957 twenty-five 
jurisdictions had fixed maximum cash benefits for temporary total dis- 
ability at $40 or more. Maximum benefits, however, are paid to only a 
limited number of injured persons because dependency requirements 
exclude the great majority of injured workers from maximum weekly 
cash benefits. 

In 1956 a United States factory worker’s average weekly pay was 
$80.19. In order for the great majority of such workers to be com- 
pensated for two-thirds of their weekly wage, maximum benefits in 
1956 should have been fixed at $53 before dependency benefits were 
added. Since few jurisdictions have maximums of that amount, the 
great majority of factory workers received benefits amounting to little 
more than one-third of their average weekly wages. By way of con- 
trast, the neighboring Canadian Province of Ontario has fixed maximum 
benefits at 75% of employee’s wages on a maximum of $5,000 annually 
or a maximum weekly cash benefit of $72.11. 

3) Permanent Partial Disability: (Scheduled and non-scheduled 
injuries). The amount of benefits among the jurisdictions vary most 
widely in this category. For example, for loss of an arm at the shoulder, 
a few states provide payment for as little as 200 weeks while in Wis- 
consin payments are for 500 weeks. The following illustrate further 
the variations for payments for this same injury: 


Jurisdiction Amount 
Wyoming $ 4800 
Mississippi 5000 
Maine 6125 
Oregon 8640 
Minnesota 12,150 
District of Columbia 16,848 
Wisconsin 18,500 
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What is true for the loss of an arm at the shoulder among the 45 
states, District of Columbia, Hawaii, Puerto Rico, Federal Employees 
and Longshoremen which have scheduled permanent partial disabilities 
is equally true for unscheduled permanent partial disability. The 
maximum periods for which benefits are payable are as low as 300 
weeks in eight states (Alabama, Delaware, Louisiana, Maine, North 
Carolina, South Carolina, Texas and Virginia) for partial permanent 
disability. Thirty-two states have maximums of 500 weeks or less for 
permanent partial disability. Wisconsin grants benefits for 1,000 weeks 
and a few jurisdictions grant benefits “during disability”. 

4) Total Permanent Disability: Some jurisdictions fix the qualify- 
ing definition of, total permanent disability to specific member losses of 
an injured worker. The better jurisdictions define permanent and total 
disability in accordance with facts. Maximum benefit amounts per week 
vary from as low as $25 per week to as high as $150 per week and 
from a time limit of 341 weeks to the period of disability or life. 

5) Death Benefits: In many of the jurisdictions the maximum period 
of payments in death cases is as low as 300 weeks. Half of the juris- 
dictions limit payments to less than 600 weeks. 

Within the jurisdictions there are various methods used to limit the 
amount of compensation: a fixed number of weeks for the widow only, 
and additional weeks up to the time when the children attain 18 years 
of age; a fixed period, and after the fixed period, reduced payments to 
children until 16 years of age; and fixed dollar amounts in addition to 
weekly amounts. Some jurisdictions pay as low as $15 a week with 
supplementary payments for dependency. Many jurisdictions increased 
the cash amounts during the past two years, but only a few jurisdic- 
tions increased the period for which benefits should be paid. 


Rehabilitation and Second Injury Funds 


1. Rehabilitation of the injured worker was the subject of enactment 
in four of the states during the recent period and 25 acts now contain 
special provision dealing with rehabilitation. 

Four states (Ohio, Oregon, Rhode Island and Washington) and 
Puerto Rico have established rehabilitation centers under their work- 
men’s compensation program. Legislative appropriations have been 
made in California and New York to underwrite studies of rehabilita- 
tion of workers suffering industrial injuries. Texas has amended 
its medical benefits provision to require all necessary physical rehabili- 
tation including proper fitting and training in the use of prosthetic 
appliances. Minnesota and Utah have raised the amount payable to an 
injured worker during re-training. A sound rehabilitation program such 
as in Ontario provides not only physical rehabilitation but occupational 
re-training. 

2. Second injury fund: Forty-eight jurisdictions provide second 
injury funds in connection with their workmen’s compensation program. 
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Only Georgia, Louisiana, New Mexico, Nevada, Virginia and Alaska are 
without second injury fund programs. a 

Many of the jurisdictions, however, have such stringent restrictions 
on qualifications that their value to the re-employment of handicapped 
workers is severely limited. Recently four jurisdictions, Minnesota, 
Hawaii, Ohio, and Massachusetts liberalized their qualifying restrictions. 
In Hawaii and Minnesota this liberalization included extending second 
injury fund benefits to permanent partial as well as permanent total 
disability. 


Insurance 


Only eight jurisdictions maintain exclusive state funds. During the 
past two years there have been no changes in the method of insuring 
workers injured on the job. 

It is interesting to note that in 1956 injured workmen of the Prov- 
ince of Ontario, which operates with an exclusive government fund, 
received 92¢ out of every assessment dollar, whereas in the United 
States the injured workmen received approximately 50 to 55¢ of each 
assessment dollar. In 1957 the proposed assessment rate in Ontario will 
average approximately $1 for every $100 of payroll, while at the same 
time the Ontario maximum benefits are equal to 75% of employee’s 
wages on a maximum of $5,000 annually or a weekly maximum benefit 
amount of $72.11. Such benefits are paid as long as disability lasts and 
there are no limits to medical aid. At the same time the Ontario Com- 
pensation Board maintains both a medical and rehabilitation center. 
Excessive cost to employers by the insurance companies has continued 
to constitute a major obstacle to the improvement of benefits sought 
by state bodies during the past two years. 


Conclusion 


Due to the efforts of state bodies, cash benefits have been sub- 
stantially improved during the past two years. Although there has 
been improvement in medical benefits, it has not been substantial. 
Increased concern for medical care and the rehabilitation of the injured 
worker is indicated in many of the jurisdictions. 

Unfortunately, the dependents of the 15,000 workers who in the 
year 1958 will suffer fatalities, the 1,500 workers who will suffer perma- 
nent total disability, and their families, the 80,000 who will suffer 
permanent partial disability and the 1,925,000 who will suffer temporary 
disability, will be afforded less adequate compensation on the whole 
because improvements in our 1954 workmen’s compensation laws have 
not kept pace with our changing times. 
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Health, Welfare and Pension Plan — 
Disclosure Legislation 


Congressional Action 


Following a two-year investigation which found gross abuses in the 
administration of some health and welfare plans and in the procure- 
ment of commercial insurance services by these plans, a special sub- 
committee of the Senate Committee on Labor and Public Welfare 
recommended, in its final report, (dated April 16, 1956), the enactment 
by the Congress of legislation requiring full public disclosure of the 
financial operations of all types of health, welfare and pension plans. 

During the period of its investigations and studies, this subcommit- 
tee—chaired first by Sen. Ives (R. N.Y.) and then by Sen. Douglas (D, 
Ill.)—received the full cooperation and strong support of the AFL-CIO. 
Its recommendations for federal legislation were endorsed by the Execu- 
tive Council as in keeping with the program of the AFL-CIO in this 
field spelled out in the resolution on health and welfare plan adminis- 
tration which was adopted by the first convention of the AFL-CIO in 
December, 1955. 

The subcommittee’s recommendations were incorporated in a bill 
(S. 1122) introduced by Sen. Douglas. Another bill (S. 1145) was 
introduced, on behalf of the Administration, by Sen. Ives. 


The Administration bill, while in general agreement with the full 
disclosure approach, had the disadvantage of placing in the hands of 
the Secretary of Labor an excessive degree of discretion in the deter- 
mination of the scope and coverage of the law and the information 
required to be reported. It also failed to provide for the establishment 
of a public advisory council, as proposed by the AFL-CIO and as con- 
tained in the Douglas bill. These deficiencies were later rectified in 
part in a revised Administration bill (S. 2175) that was introduced in 
the course of hearings in the 85th Congress. 


Basic Issues Posed By Bills 


The basic issue was drawn when Sen. Allott (R. Colo.) introduced 
a bill (S. 2137) which would exempt from the reporting and disclosure 
requirement all plans which were established on a so-called “level of 
benefits” basis—that is, a basis whereby the employer is committed to 
the payment of certain specified health, welfare or pension benefits, 
but not to any fixed cost or level of contributions to the plan. 

This bill is the product of the commercial insurance and employer 
lobbies who oppose the inclusion of plans administered unilaterally by 
employers within the scope of the disclosure requirement. Most employer- 
run plans presently operate on a ‘level-of-benefits” basis and would 
thus secure exemption if the Allott bill were to be enacted. Since about 
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92.5 per cent of all workers covered by health and welfare plans are 
covered by plans administered unilaterally by employers, the effect of 
such an exemption would be to completely destroy the effectiveness of 
a disclosure law and its value as a protection to the interests of the 
public and of the intended beneficiaries of these plans. 

The AFL-CIO strongly opposes any such effort to thus confine the 
application of the law so as to discriminate against plans in which 
unions exercise or share administrative responsibilities. Nothing short 
of comprehensive across-the-board coverage of all types of plans, regard- 
less of their structure or method of administration, will adequately serve 
the purposes sought by public disclosure. 

At the beginning of the first session of the 85th Congress, a sub- 
committee of the Senate Labor and Public Welfare Committee was 
set up under the chairmanship of Sen. Kennedy (D. Mass.) to conduct 
hearings on these legislative proposals. President Meany presented 
the views of the AFL-CIO to the subcommittee, in support of legis- 
lation to require all types of plans to file reports and to make full 
disclosure of their financial operations to all interested parties. This 
position was supported by the recommendations of other witnesses who 
testified from the standpoint of the public interest. 

Representatives of the commercial insurance industry, the Chamber 
of Commerce and the National Association of Manufacturers, on the 
other hand, strongly opposed the enactment of such protective legisla- 
tion and worked actively behind the scenes in an effort to prevent 
constructive action. 

Near the end of the first session, upon the completion of hearings, 
the subcommittee reported to the full Committee a bill which followed 
closely the terms of the Douglas bill, but which vested administrative 
authority in the Secretary of Labor, as was proposed in the Adminis- 
tration bill. The bill also prohibits and provides federal penalties for 
embezzlement of health, welfare and pension moneys and for kick-backs 
or bribes in connection with the procurement of insurance or other 
services by these plans. The vote in the subcommittee was unanimous, 
but Senator Allott reserved the right to oppose the bill in the full 
Committee. The bill was introduced as S. 2888 by Senators Douglas, 
Kennedy, Ives, Murray (D. Mont.) and McNamara (D. Mich.). 

Disclosure legislation along the lines of S. 1122 has also been intro- 
duced in the House of Representatives by Congressman Thompson and 
others, as has also the Administration bill. Hearings on these bills 
were held by the House Committee on Education and Labor, and the 
views of the AFL-CIO have been presented to that Committee. The 
Committee had, however, taken no action by the end of the first session 
of the 85th Congress. 


State Legislative Action 


The importance of early federal action in the field of health and 
welfare plan disclosure legislation is underscored by what has been 
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taking place at the state level, where in many cases employer organ- 
izations and the commercial insurance lobby who oppose effective pro- 
tective legislation but favor the harassment of jointly-administered 
funds are able to write their own ticket. 

The National Association of State Insurance Commissioners, whose 
position often parallels that of the commercial insurance industry, has 
prepared and circulated a proposed state bill which would impose 
oppressive burdens upon joint union-management funds but which would, 
in effect, exempt that great majority of plans which are controlled 
entirely by employers and administered without benefit of a formal 
trust “fund”. 

This inequitable and ineffective bill has been introduced in a number 
of state legislatures. In some states—notably Pennsylvania, Oregon and 
Michigan—its enactment was blocked only when labor succeeded in 
having it amended, or substitute legislation introduced in its stead, so 
as to broaden its scope to include employer-administered “plans” as 
well as jointly-administered “funds”, whereupon the employer and insur- 
ance lobbies turned against the measure and were responsible for its 
defeat. 


Six States Have Adopted Statutes 


Six states have now enacted laws designed to regulate, in some 
manner or degree, the operation of health and welfare programs. The 
terms of these laws are obscure, conflicting and, in some cases, discrimi- 
natory in their application. They are particularly oppressive in the 
case of plans which operate in more than one State, confronting them 
with the problem of multiple reports and examinations, contradictory 
interpretations and pyramiding expenses. These problems will become 
even more onerous if other states enact such laws, as may well be the 
case in the continued absence of federal legislation. 


The laws now in force in New York and Connecticut are the most 
objectionable, since they apply only to jointly-administered funds and 
grant plans administered solely by employers the unwarranted privilege 
of immunity. The Washington, Massachusetts, and Wisconsin laws 
apparently apply to all types of “funds” whether administered jointly 
or unilaterally. The scope of the term “fund” is, however, obscure at 
best, although there seems to have been no deliberate intent to exclude 
plans which operate through mechanisms other than a formal “trust 
fund”. 

The California law is the most inclusive of the six in its language, 
covering all types of health, welfare and retirement plans, other than 
those administered through a corporate trustee. The Insurance Com- 
missioner does, however, have the authority to exempt plans or classes 
of plans, after hearings on the question. In view of the biased position 
taken officially by the National Association of Insurance Commissioners, 
this is not a desirable provision. 
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No state has yet taken the steps that have been recommended by 
the AFL-CIO as within the proper authority and responsibility of the 
various states—that is, the reform of state insurance codes which make 
commission payments mandatory, the establishment and enforcement of 
fair standards governing such payments, the improvement of state 
licensing and examination procedures applied to insurance agents and 
brokers, and other measures set forth in the 1955 Convention resolu- 
tion on health and welfare plan administration. 


Health Programs 


Legislation 


In the 84th Congress, a number of constructive steps were taken 
in the field of health legislation. 

The Health Amendments Act of 1956 (Public Law 84-911), dealt 
with certain limited phases of the very serious and growing problem 
of the shortage of medical personnel and health care facilities. It 
contained the following provisions: 

(1) A program of federal grants to state mental institutions for 
research and training projects. 

(2) A program of federal grants to nursing schools for the advanced 
training of professional nurses for teaching or supervisory work. 

(3) A program of financial aid for advanced training in public 
health for graduates of schools of medicine, dentistry, engineering and 
nursing. 

(4) A five-year program of grants for the training of practical 


nurses. 


& bla e 
Union Health Center: Philadelphia unions dedicate a new medical center 
to bring improvements in medical care for union members. 
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(5) A two-year extension of the Hill-Burton Hospital Survey and 
Construction Act. 


The 84th Congress also enacted legislation establishing a program 
of Federal grants-in-aid for the construction of medical research 
facilities by local governmental units and non-profit institutions. Pro- 
vision was made for the launching of the first comprehensive nation- 
wide survey of the extent of sickness and disability that has been 
conducted since 1937. 

Funds appropriated for the operation of the National Institutes of 
Health and other medical research activities were increased very sub- 
stantially above previous years and above the amounts requested by the 
Administration. The Administration, in its budget for 1957, asked for 
an increase of only $24,000,000 over the previous year. But the Con- 
gress chose to follow the recommendations that had been made by public 
advisory bodies and medical experts and added another $58,000,000. 

The final action therefore represented an increase from $102,000,000 
in 1956 to $184,000,000 in 1957. This has made possible a substantial 
expansion and acceleration in scientific research into the causes, pre- 
vention and cure of cancer, heart disease, mental illness, arthritis, 
neurological and other diseases. 


Medical Care For Armed Forces Families 


In 1956, the Congress enacted into law a significant new program of 
medical care for the dependents of members of the uniformed services. 

This measure extended prepaid health services, financed entirely by 
the federal government, to the dependnts of 2.6 million presons on active 
service. Hospital services are provided through contractual arrange- 
ments under which the Blue Cross Commission serves as the fiscal agent 
of the Department of Defense in certain portions of the country and a 
private insurance carrier, Mutual of Omaha, elsewhere. For medical 
services, the Department of Defense has entered into contracts with 
State medical societies, setting forth the schedule of fees which their 
members agree to accept as full payment for the services contemplated. 

The operation of the “Medicare” program is of distinct importance 
to labor and to the public generally. The fee schedules established 
under a program of this size and scope will necessarily have an effect 
upon fees charged to the public at large, and upon the operation of 
health and welfare plans covering trade union members. The Medicare 
system, furthermore, is a practical demonstration of a large-scale 
government-sponsored health insurance plan in action, and the experi- 
ence encountered may well have a bearing upon any future steps that 
might be taken, through legislation, in this field. 


Larger Medical Research Budget 


In the first session of the 85th Congress, no national health legis- 
lation of major significance was enacted. 
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The largest appropriation for medical research activities ever adopted 
was, however, approved by the Congress. After the defeat of its efforts 
to hold back progress in the research field during the 84th Congress, 
the Administration endeavored to board the bandwagon by submitting 
a record budget for medical research activities, with $190 million 
requested for the National Institutes of Health. The vigorous leader- 
ship of Sen. Hill (D. Ala.) and Rep. Fogarty (D. R.I.). resulted in a 
further increase—against the budget-cutting tide which prevailed in 
other areas—adding an additional $21 million, to bring the total allowed 
the National Institutes of Health to $211 million. Thirty million dollars 
for grants for the construction of research facilities was also approved, 
as in the previous year and as requested by the Administration. 

Action on appropriations for the support of the Hill-Burton hospital 
construction program was not, however, as favorable. The amount 
appropriated for 1958 was held to $121,200,000, a decrease as compared 
with the previous year’s appropriation of $125 million. In the face of 
a continuing shortage of about 800,000 hospital beds throughout the 
United States, the funds actually provided for the support of this vital 
program still fall far short of the $210 million level authorized by the 
Act and advocated by the AFL-CIO. 

The Congress expressed dissatisfaction with the Administration’s 
response to the threat of an Asiatic flu epidemic, by restoring $300,000 
which the Budget Bureau had cut from the request of the Public 
Health Service for $800,000 to finance counter-measures. In dealing with 
this threat, the Administration is relying upon the promotion of 
increased production of flu vaccine by private drug firms and a scheme 
of voluntary allocations of the vaccine to States, proportionate to their 
population. It is apparent from this, and from what occurred in the 
case of the Salk vaccine, that the government still has no really effective 
program or tools with which to combat any really serious epidemic of 
national proportions if one should occur. 

Still pending before the Congress is proposed legislation, with wide- 
spread support, to provide financial aid for the nation’s medical schools. 
The high cost of medical education, the critical financial problems which 
now face most medical colleges, and the continuing serious shortage 
of physicians and other trained personnel make the enactment of such 
legislation a matter of urgent necessity. Yet action by the Congress on 
this proposal continues to lag. 


Revised Health Insurance Bill 


A revised and modified national health insurance bill has been 
introduced by Rep. Dingell (D. Mich.) and Sen. Murray. Sen. 
Humphrey (D. Minn.) has introduced a bill calling for the enactment 
of a program of low-interest loans to further the development of non- 
profit, direct service medical care prepayment plans, and the physical 
facilities employed by such plans. No action has, however, been taken 
by the Congress on these measures. 
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A significant health insurance issue that is likely to receive the 
active consideration of the 85th Congress is the matter of health insur- 
ance coverage for federal employees. The Executive Council has con- 
sidered and approved certain guiding principles on this issue, that were 
developed jointly by the Department of Social Security and a special 
committee of the Government Employees’ Council. Those principles are: 

1. Free choice of plan by employees. 

2. A government contribution of at least healf the cost of compre- 
hensive medical care for the employee and his family. 

8. An employee advisory council with an effective role in the admin- 
istration of the program. 

4. Full disclosure of financial operations of participating insurance 
plans, and continuing studies of costs and benefit adequacy. 

5. Continued coverage, at reasonable cost, for retired employees. 


Legislation conforming to these principles has been introduced in 
the House by Reps. Morrison, Lesinski and Granahan. A more limited 
and restrictive Administration bill which provides only a meager govern- 
ment contribution to the cost and which favors commercial insurance 
interests has also been introduced. The Government Employees’ Council 
has made known its opposition to the present Administration bill, as 
falling far short of the desired objectives. 


Medical Service Plans 


The sharp and steady rise in the cost of health services of all kinds 
has reached critical proportions, outstripping all other components of 
the cost of living. Today it constitutes one of the most serious economic 
and social problems facing the nation. 

During the past year alone, there was a six percent increase in the 
medical care item in the Consumers’ Price Index. Since June of 1950, 
medical care costs to consumers have gone up more than 31 percent, 
more than twice as much as the increase in the cost of food items. 

This rising cost barrier deprives a growing number of families of 
access to good medical care and leaves others with a heavy burden of 
expense and indebtedness. Furthermore, it seriously affects the opera- 
tion of health benefit programs that unions have succeeded in establish- 
ing through collective bargaining and impairs the protection which those 
plans afford to wage earners. 

Faced with this and other problems which they have experienced in 
their efforts to make better health protection available to their mem- 
bers, more and more union groups are becoming actively concerned with 
finding ways and means of controlling the cost and improving the 
quality and scope of the services that can be provided with available 
funds. There has been a growth of interest in the results that can be 
achieved by a greater emphasis upon preventive medical care and early 
diagnosis and treatment, designed to protect and improve health as 
well as to cure advanced illnesses. 
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Association Of Hedith-Administrators 


As an expression of the interest of the AFL-CIO in this approach, 
the Executive Council, at its May 1957 meeting, authorized a limited 
grant of funds to the Association of Labor Health Administrators to 
encourage and promote the work of this Association in providing tech- 
nical aid to trade union groups in the development of improved health 
service programs. 

The Association of Labor Health Administrators is a professional 
organization of medical and lay administrators of labor-sponsored health 
care programs which provide direct medical services through their own 
facilities and medical staffs. Its purpose is the promotion of high pro- 
fessional standards in the operation of such programs and the provision 
of technical guidance to organizations desiring to establish direct medical 
service plans. 

The funds made available to the Association will be devoted to the 
preparation of educational and technical material for the guidance of 
interested individuals and groups, the pursuit of cooperative relations 
with other organizations in the medical care field, and the development 
of a better understanding of labor’s aims in the health field on the part 
of the medical profession at large. The Association will also be pre- 
pared to make technical and legal assistance available, on request, to 
medical service programs serving working people which may be subjected 
to unwarranted attacks of medical power blocs seeking to deprive con- 
sumer groups of their right to choose this constructive alternative to 
inadequate plans which serve the primary interests of commercial insur- 
ance companies or fee-minded physicians. 

(For activities of AFL-CIO Department of Social Security, see page 
$21.) 
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and the Community 


Community Services 


In the first two years since merger, the AFL-CIO has given com- 
pelling proof of organized labor’s total commitment to a broad program 
whereby the trade union member has become active in community affairs. 

Just as the labor movement first came into being to organize the 
unorganized for wages, hours and working conditions, so now it has 
raised its sights and is helping to organize the total community for 
health, welfare and recreational services. 

Community Services on the part of the labor movement is a natural 
outgrowth of its collective bargaining and its legislative activity. It is 
a practical application of the first-class citizenship and human dignity 
which organized labor has won for its members around the bargaining 
table and in the legislative halls. 

The program of Community Services symbolizes the desire of the 
AFL-CIO to help weld a cohesive American society and to function 
responsibly as neighbor and citizen within the framework of that society. 

Under the stimulus of merger there has been tremendous growth in 
this program which had its beginnings in the days immediately prior 
to World War II. It was then that organized labor stepped into this 
arena of service by inaugurating programs dedicated to aiding victims 
of Nazi and Fascist tyranny in Europe. 

During the war years, organized labor worked in close harmony 
with the voluntary agencies which made up the National War Fund, 
thus making its first tentative contacts with the network of health and 
welfare agencies which had joined forces both to aid war victims abroad 
and to provide needed services to citizens on the home front. 

The spirit which had impelled the trade union movement to partici- 
pate in this wartime undertaking—to raise funds for voluntary agencies 
and to counsel with them in their programs of service—had crystalized 
by war’s end into a desire for active involvement on the community 
level. Labor’s goal was to unite the community, through its public and 
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Community Services: AFL-CIO, through Community Services Commit- 
tee, presented disaster canteens to Red Cross. They are being widely 
used in various parts of nation. 


voluntary health and welfare agencies, for the benefit of all of the 
people. 


A Constant Objective 


In pursuit of this goal, the united labor movement has worked con- 
stantly toward having the community provide better social services and 
more adequate facilities staffed by competent personnel. 

Perhaps this is best expressed by the Community Services proposal 
that would set aside one percent of all monies donated to Community 
Chests and United Funds—some $3,800,000 annually—to provide scholar- 
ships in community organization, health, welfare, recreation and re- 
lated fields to meet constantly growing demands for service. 

It is expressed, too, in Community Services’ pioneering work for 
establishment of a National Health Fund. This aims at permitting the 
greatest degree of coordination in basic medical research and public 
education; at providing for the allocation of funds on the basis of rela- 
tive need; at cutting down on the present duplication of services, and at 
sharply reducing the multiplicity of fund-raising campaigns now burden- 
ing the public. 

Working with other groups for a better community for all, AFL- 
CIO Community Service Activities has developed programs for the 
integration of the Hungarian freedom fighters in the American com- 
munity and the mass inoculation of the public against poliomyelitis. 
It has devised programs for meeting the day-to-day personal and family 
needs of AFL-CIO members which are not met by the collective bargain- 
ing agreement. 
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The programs of Community Services have run the gamut from aid 
for our senior citizens to the prevention and cure of juvenile delinquency; 
from help for the sick mind to fluoridation to avoid the decayed tooth; 
and have covered such diverse areas as assistance in time of strike, 
layoff, sickness and when disaster strikes. 

Through Community Services, thousands of AFL-CIO members have 
received their training in citizenship and community responsibility. 
Through Community Services, thousands of citizens have been helped 
to a new awareness of the citizenship responsibility of the AFL-CIO 
member. 

By working to find a common ground within the community, by 
stressing a mutuality of interest rather than conflict, this program of 
service and action has thus become, as well, a way of life. 

It means that the union is more than a union—that it is a com- 
munity organization. And it means that the union member is more than 
a union member—that he is a citizen, as well. 

In short, Community Services is the tangible expression of the deep 
conviction that the trade union leader in the end must become a com- 
munity leader in order for the labor movement to fulfill its complete 
destiny and make its greatest possible contribution to our society. 


(See report of Community Services Activities, page 287.) 


Housing 


In the face of ever-mounting housing needs, residential construction 
activity has been at extremely low levels during the past two years. 

In fact, it seems probable that in 1957 less than one million units 
will be built, as compared with a minimum need for construction of at 
least two million units a year. The number of families living in sub- 
standard houses—that is, housing that does not meet minimum standards 
of health and livability—is continually increasing. It probably now 
exceeds the 15 million such families in 1950. 

As a staff report of the Senate Housing Subcommittee has pointed 
out, “the housing industry (has reached) a point where it is serving 
primarily the upper income groups.” Housing conditions will continue 
to grow worse unless a far larger number of homes are made available 
within the means of low-and-middle-income families. 

The decline in housing construction during the past two years is the 
direct consequence of the Administration’s tight-money policy, which 
hit residential mortgages with particular force. It has especially affected 
the relatively moderate cost houses financed with mortgages guaranteed 
or insured by the federal government. 

The Administration’s answer to this problem has been a succession 
of increases in the interest rate on residential mortgages insured by 
the Federal Housing Administration. While this has considerably raised 
the monthly charges FHA homebuyers have had to meet, it has failed 
to attract more funds to residential mortgages. The net result has been 
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a severe contraction in residential construction activity, while families 
who at lower interest rates might have been able to purchase homes 
have been forced out of the housing market. 


Public Housing Program Slowed 


The low-rent public housing program which is the only effective 
means to make decent homes available to low-income families at costs 
they can afford has virtually ground to a halt. 

In the Housing Act of 1949, Congress authorized construction of 
810,000 low-rent public housing units over a six-year period. Yet, more 
than eight years later, as a result of the combined effects of crippling 
restrictions by the Congress and unsympathetic bureaucratic adminis- 
tration by top officials of the Public Housing Administration, only 
about 200,000 units have actually been completed. 

The cutback in public housing has also held back the slum clear- 
ance and urban redevelopment program which Congress also author- 
ized in 1949. Slum clearance entails displacement of thousands of 
families, most of whom had been expected to move into public hous- 
ing. Relocation of families from slum areas has been particularly 
difficult because such a large proportion are Negroes or members of 
other minority groups virtually barred from the market for new 
privately-built housing. 

Despite these difficulties, communities throughout the country have 
undertaken enthusiastic efforts to carry out slum clearance and urban 
redevelopment programs as expeditiously as possible; but, all too 
often, their plans have been thwarted by unnecessary restrictions and 
red tape imposed by the Federal Housing and Home Finance Agency. 


Housing Legislation 


During the past two years, the AFL-CIO has supported legislative 
proposals to launch an effective attack on the continuing housing 
shortages and especially to encourage construction of housing within 
the means of low-and middle-income families. In addition, we sup- 
ported proposals to assure ample funds at reasonable interest rates 
for veterans housing, to provide suitable accommodations at moderate 
costs to the elderly, and to extend and improve the slum clearance 
and urban redevelopment program. 

In both 1956 and 1957, we gave vigorous support to the efforts of 
Sen. Herbert Lehman (D., N.Y.) and, after his retirement, Sen. 
Joseph Clark (D., Pa.) to secure enactment of legislation to expand 
the supply of housing available to low-and middle-income families at 
costs they could afford. In 1956 and again in 1957, proposed legisla- 
tion to make long-term, low-interest loans for sales, cooperative and 
non-profit rental housing for moderate-income families received con- 
siderable interest and support, but in both years it was defeated by a 
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tie vote in the Housing Subcommittee of the Senate Banking and 
Currency Committee. 

To meet the urgent housing needs of low-income families, we sup- 
ported legislative proposals by the same two senators to permit con- 
struction of 200,000 units of public housing a year. Our efforts in 
1956 resulted in action by the Senate authorizing annual construction 
of 135,000 public housing units. The final bill enacted in 1956 provided 
only for a token 35,000 public housing units a year for two years. 

In 1957, the Senate Housing Subcommittee again approved an 
authorization for 135,000 public housing units a year for two years, 
but this recommendation was not sustained by the Senate Banking 
and Currency Committee. An attempt to obtain a 200,000-unit au- 
thorization on the Senate floor was defeated. However, in the final 
1957 bill as enacted, a number of administrative improvements were 
authorized in the public housing program. 

Although the Administration made virtually no worthwhile recom- 
mendations and the Congress in the main ducked the most important 
housing issues, the legislation enacted, especially the Housing Act of 
1957, contained a number of features which may help to revive at least 
to some extent the badly depressed housing industry. The 1957 Act 
authorized reduced down payment for houses financed with mortgages 
insured by the Federal Housing Administration. The Administration 
reluctantly put this schedule of reduced down payments into effect, but 
it partly nullified this action by raising the FHA interest rate at the 
same time. 

In other provisions of the 1957 Act, funds were authorized to the 
Federal National Mortgage Association for purchase of FHA-insured 
and VA mortgages, including cooperative housing mortgages; a limited 
number of consumer protections were authorized; and $350 million was 
authorized for one year for capital grants for the slum clearance and 
urban renewal program. 


AFL-CIO Housing Activity 


The housing program of organized labor has been developed and 
carried on by our Housing Committee under the outstanding leadership 
of its chairman, Vice-President Harry C. Bates. In its efforts to obtain 
effective housing legislation, the Committee has had the active assistance 
and cooperation of our Legislative Department. Close cooperation has 
also been maintained with the National Housing Conference. 

In addition to its efforts in the legislative field, the Housing Commit- 
tee has given active support to the continuing and successful efforts of 
a number of our affiliates to develop cooperative housing at reasonable 
cost for union members and other middle-income families. In a statement 
adopted at its February 1956 meeting, the Executive Council pointed out 
that investment in cooperative housing projects by union-negotiated pen- 
sion and welfare funds, properly safeguarded and guaranteed, would 
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Unions Sponsor Housing Projects: In this case, the Amalgamated Meat 
Cutters and Butcher Workmen are erecting cooperative apartments 
named in honor of late president, Earl Jimerson. 


“make a vital contribution toward making America a better place to 
live.” 

We have also given support to a program of cooperative metropolitan 
area planning as exemplified in the so-called “Toronto Plan.” We joined 
in the conference on metropolitan area planning sponsored in September, 
1957, by five northeastern governors, under the leadership of Gov. Harri- 
man of New York. 

The staff work of the Housing Committee has been carried by Boris 
Shishkin, secretary of the Committee, assisted by Bert R. Seidman, 
economist in the Department of Research. Valuable assistance has been 
rendered in this work by the staffs of the Community Services Commit- 
tee and the Veterans’ Committee of the AFL-CIO. 


Education 


One of the greatest legislative disappointments of the last two years 
has been the continued rejection of a federal school construction bill by 
the Congress. In 1956, and again in 1957, a narrow margin of votes in 
the House of Representatives has denied adequate schooling to millions 
of American children. 

From its beginning, organized labor has recognized that universal 
public education is essential for the achievement of equality of oppor- 
tunity by the children of the United States. In recent years, unfortu- 
nately, the public schools have been less and less able to meet the 
growing responsibilities that our democratic form of society inevitably 
thrusts upon them. 
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Overcrowded schools are endangering quality of education in America. 


Despite record-breaking school construction, our classroom shortage 
grows. 

Today, 32 million children are in the schools, one million more than 
twelve months ago, and five and a half million more than five years ago. 
An additional six million will be seeking admission five years from now, 
and by 1965 over 40 million young Americans will be knocking on the 
doors of the nation’s public schools. 

America’s investment in new classrooms has grown spectacularly 
since the end of World War II, but it has failed to catch up with the 
soaring demand. While a record 63,000 new schoolrooms were built last 
year, we now need 67,000 new classrooms each year just to take care of 
current obsolescence, the enrollment rise, and the loss of schools due to 
fire, floods and demolition. At the same time, we need at least an addi- 
tional 159,000 new classrooms right now to end overcrowding and the 
use of substandard schools. 

The AFL-CIO in support of this legislation set up an informal Con- 
ference on Federal Aid to Education, composed of some thirty national 
organizations—educational, farm, veterans’, community, ete.—to coordi- 
nate efforts toward the passage of legislation for federal aid to school 
construction. This Conference, through constituent members, widely pub- 
licized the need for such legislation, held several conferences with the 
Secretary of Health, Education, and Welfare, and other government offi- 
cials, and several constituent groups testified at legislative hearings. 


Backlog of School Needs Will Grow 


Even if our present school construction record is maintained, the 
backlog of need will grow. In the next five years, America should build 
almost one-half million new public classrooms. At our present construc- 


218 


| pei Fe. : a nF bk al | ie 
ty : “ * Ze ’ Es Ss; ~~ o Al 
a 8 Bat - Ley 
- oe ye : , 
NS ae > . 
ie ae — vs ho ae ™ = Ses 7 
-_ ee Pa ‘. a a Bs 7 — 
OO e—CSSCSC‘Ciés 
eC 
= 


= Sw 


tion rate, however, we will be nearly 200,000 classrooms short of that 
goal. 

Furthermore, it is even possible that—if federal aid is not quickly 
provided—the school construction rate will actually be headed downward 
in the years immediately ahead. While the classroom need is rapidly 
being met in wealthier localities, in the poorer ones funds are simply 
not available to do the job. In many school districts the public debt has 
already reached its maximum legal limit; in many others the property 
tax base is insufficient to qualify the community as an adequate “credit 
risk” for borrowing. 

The inequality between the ability of various local governments and 
states to meet school construction needs applies to the salaries of teach- 
ers as well. While teachers’ earnings as a whole are too low, in our 
poorer states they average less than 50% of the salaries paid by the 
better off states; often the variations between localities within a state 
are even more extreme. 

Because of the crucial and widely recognized financial needs of our 
nation’s schools, we were confident that a bill to provide federal aid for 
school construction would be enacted during the course of the last two 
years. Indeed, both the Democratic and the Republican parties were 
pledged to enact such a bill. 


Playing Politics With School Aid 


The year of 1956 was the second in which the President had requested 
federal aid for school construction—$1% billion over a five-year period. 
Conservative members of the House who were opposed to all federal aid 
fought the bill, H.R. 7535. Southern members were disturbed over the 
possibility of an amendment to be offered on the floor by Rep. Powell of 
New York, which would have forbidden the payment of any funds to 
states not in compliance with the Supreme Court desegregation decision. 

It soon became clear that opponents of the bill would play politics 
with the Powell amendment. Many liberal members of Congress were 
for the amendment because of their sincere conviction that it was proper 
and necessary to withhold funds from states openly defiant of the court. 
But others felt that the executive branch had all the power necessary to 
do so without legislation, a position shared by the AFL-CIO Executive 
Council. Moreover, these members felt that adoption of the Powell 
amendment might mean defeat in the House and a certain filibuster in 
the Senate. 

The House adopted the amendment, 225 to 192, and subsequently 
defeated the bill, 194 to 224, Ninety-six Republicans voted for the 
Powell amendment and against the bill. 

On the opening day of the 1957 session, Rep. Kelley introduced 
H.R. 1, a $3.6 billion, six-year program as compared with H.R. 3896, the 
new Administration proposal, which called for $1.3 billion over four 
years. In Committee, H.R. i was compromised twice, first to $2 billion 
and then to $1.5 billion. 
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During this period, the President gave general support to school aid 
legislation, but never once indicated support for the compromise bill, 
leaving many supporters of school aid in his own party confused and 
displeased. 

When the bill came to the floor of the House, Rep. Wainwright, a 
New York Republican, offered the old Powell amendment in slightly 
modified form. It was adopted, 136 to 105. At this point, liberal Demo- 
crats huddled and agreed to back the President’s original proposal as a 
substitute for the compromise bill. Then Republicans and Democrats 
alike waited anxiously for word from the White House. All they wanted 
was a simple statement from the President in support of his own bill. 
It was not forthcoming. After a brief conference with one of the Repub- 
lican floor leaders, Rep. Smith, a conservative Virginia Democrat, moved 
to strike the enacting clause and thus kill the bill. The Smith motion 
was adopted, 208 to 203. The President would have needed to change 
only three of the 111 Republican votes cast for the motion to save his 
own bill. He failed even to try, and the bill was dead. 


An effort will be made to revive federal school aid legislation during 
the second session of the 85th Congress. 


Aid to Federal Impact Areas 


The program of federal aid to schools in areas where federal activi- 
ties cause a substantial rise in school attendance is in two parts, aid for 
school construction and aid for maintenance and operation. In 1957, 
Congress passed legislation extending the authorization for construction 
funds for one year, from June 30, 1958 to June 30, 1959. 


Office of Education Appropriations 


In the face of the crisis in education, the AFL-CIO has supported 
adequate appropriations for the operation of the U. S. Office of Educa- 
tion. In 1956, the total appropriation for this important office was only 
$3,240,000. This made it impossible to conduct the vital research needed 
in such fields as education of the mentally retarded, juvenile delinquency, 
school drop-outs, and the teacher shortage. 

For fiscal 1957, the Administration proposed an increase to $6,000,000, 
but the Congress voted only $5,000,000. This increase did make possible 
some needed improvements in the strengthening of the staff and in 
financing cooperative research with universities and educational insti- 
tutions. 

For fiscal 1958, a further increase was proposed to $7,500,000. The 
House Appropriations Committee approved a level of $7,000,000. This 
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modest increase was sustained by the razor-thin margin of 207 to 206 
when the House itself voted on it. Only 61 Republicans supported the 
President’s recommendation, but the 2 to 1 support of the Democrats 
was enough to carry it. The Senate concurred in the House action. 


See report of Department of Education, page 293. 


Civil Rights 


From the very outset, the AFL-CIO assigned a top priority to its 
civil rights policy. In accordance with its constitutional mandate, the 
Federation promptly took firm and decisive steps “to encourage all 
workers without regard to race, creed, color, or national origin to share 
in the full benefits of union organization.” 

To assist the Executive Council in the shaping of the AFL-CIO civil 
rights program, the Civil Rights Committee was constituted by Presi- 
dent Meany under the Chairmanship of Vice President James B. Carey. 
Staff work was entrusted to the Civil Rights Department. 

The Civil Rights Committee held its first meeting on February 9, 
1956. At this meeting the Committee made a searching review of the 
situation in the South. It voiced a strong criticism of the segregationist 
and anti-trade union activities of the White Citizens Councils, and simi- 
lar hate-mongering groups in the southern states. These racist-minded 
groupings were then riding the crest of the reaction in the south to the 
Supreme Court’s school decision and other related events, such as the 
Montgomery, Ala., bus strike and the Sutherine Lucy case in Tuscaloosa, 
Ala. While avoiding a frontal attack on organized labor, they attempted 
a deliberate drive to chip away individual members from our union 
affiliation and to entice them into the membership of White Citizens 
Councils. 

An effort was made to launch a dual labor organization in the south, 
to be known as “Southern Confederation of Labor.” To this end, a 
widely-heralded “mass rally” was called in Birmingham, Ala., on July 21, 
1956. This attempt failed to elicit response from union- minded workers 
of the south, and ended in complete failure. A few local efforts to set up 
dual local unions likewise ended in collapse. The good sense of loyal 
trade unionists prevailed in these situations and the AFL-CIO and its 
affiliates continued to win the support of southern workers in its drive 
for better wages, improved working conditions and higher living stand- 
ards for all. 5 

Pursuant to a recommendation made by the Civil Rights Committee 
at its meeting on July 31, 1956, a Subcommittee on Compliance was 
established by President Meany and a procedure adopted and approved, 
by the Executive Council, for processing complaints of discrimination by 
any of the AFL-CIO affiliates. Under this procedure, in the event all 
efforts by the subcommittee to bring about compliance prove to be un- 
successful, the case is to be placed by the Civil Rights Committee before 
the Executive Council for appropriate action. 
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Complaints Adjusted 


In a case involving a complaint against Local 38 of the International 
Brotherhood of Electrical Workers in Cleveland, an agreement was 
reached by Pres. Meany, the officers of the International Brotherhood, 
and the officers of the Local 38 that the local union would accept into 
membership by July 1, 1957, any applicant, qualified in the trade, with- 
out regard to race, creed, or color. On that date the local union voted 
into full membership, three Negro applicants who had established their 
trade qualifications. 

In the case of Bricklayers’ Union Local No. 8, in Milwaukee, two 
Negro applicants were denied admission into the union because they had 
failed to establish their trade qualifications. They filed a law suit in the 
Wisconsin courts, but their complaint was denied. The Wisconsin 
Supreme Court, ruling on their appeal, held that union membership is 
a privilege and not a right and dismissed the complaint. 

The AFL-CIO, however, felt that, if the complaint did, in fact, 
involve discrimination because of race, it would be a violation of its own 
trade union law. A special effort was made—with full cooperation of 
the Bricklayers, Masons and Plasterers International Union—to have 
the two men re-apply in accordance with the union and trade rules. In 
September, 1957, both complainants, plus two new Negro applicants, 
were enrolled into full membership by the Bricklayers Local Union No. 
8. 

In 1956 in the heart of the south at Macon, Ga., the local affiliate 
of the Switchmen’s Union of North America voluntarily removed the 
color bar, leading to the employment of some forty Negro workers as 
switchmen on the Central Railroad of Georgia. The Brotherhood of 
Sleeping Car Porters was most helpful in effecting this acceptance of 
non-discriminatory employment and union membership in this case. 

The AFL-CIO has pressed its drive to eliminate discrimination in 
employment, receiving wholehearted support from its affiliates in deal- 
ing with specific cases. 

In the oil refineries of Texas and Louisiana, an important gain was 
made under the new contracts negotiated by the Oil, Chemical and 
Atomic Workers International Union. There the discrimination was not 
so much in the initial living as in the opportunities for advancement. 
The new contract negotiated by the union provided for a new progres- 
sion system governing advancement without any discrimination because 
of race or color. 

Another gain resulted from a successful effort to get an agreement 
from the management of the Chesapeake & Potomac Telephone Company 
of Washington, D. C., to employ Negroes as telephone operators in the 
traffic department of the company. At the end of May, 1956, the 
company agreed to accept Negro workers on jobs responsible for han- 
dling of actual telephone communications. The agreement was pressed 
by our Civil Rights Department and the Communication Workers of 
America, with valuable assistance from the President’s Committee on 
Government Contracts. 
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On May 23, 1957, the AFL-CIO convened in Washington its first 
National Trade Union Conference on Civil Rights. Attended by over 
a hundred delegates from national and international unions, the con- 
ference was keynoted by President Meany and chaired by Ralph Hel- 
stein, president of the United Packinghouse Workers. It was a “how 
to” conference in which the delegates shared their experiences in over- 
coming discrimination and explored the best ways and means of assuring 
equal rights and opportunities to all who work. 

Following the resignation of the Civil Rights Committee Chairman- 
ship by Vice President Carey in April, 1957, President Meany appointed 
Charles S. Zimmerman, vice president of the International Ladies’ 
Garment Workers’ Union, to serve as Chairman. 

In its first two years, the AFL-CIO has made long strides toward 
the realization of its goal of assuring full and equal rights for all 
Americans in every field of life. 


Civil Rights Legislation 


Undoubtedly the most significant action taken during the first 
session of the 85th Congress was the enactment of H. R. 6127, the Civil 
Rights Act of 1957. This is the first civil rights law to pass Congress 
in 82 years (Public Law 85-315). 

In 1956, the House of Representatives had passed a civil rights 
bill during the closing days of the session. The Senate, however, failed 
to act. This year, the Administration renewed its request for legislation 
similar to the 1956 House bill. Briefly, it called for the following: 

1. Creation of a six-man Civil Rights Commission with author- 
ity, including subpoena power, to investigate for a two-year 
period the whole area of civil rights. 

2. The establishment of a special civil rights division in the 
Department of Justice headed by an Assistant Attorney 
General. 

3. Authorization for the Justice Department to seek federal 
injunctions to enforce voting and other civil rights, with 
contempt actions resulting from violation of such injunctions. 

This proposal was generally regarded as a “minimum but meaning- 
ful” bill. It didn’t go as far as some would have liked but it would have 
constituted an important beginning. The substantive provisions of the 
bill, incorporated in Parts III and IV, would have provided important 
civil remedies where criminal statutes had not worked. The AFL-CIO 
gave the bill its full support. 

After many weeks of hearings, the bill was approved by the House 
Judiciary Committee through the bipartisan efforts of Rep. Emanuel 
Celler (D.—N.Y.) and Rep. Kenneth Keating (R.—N.Y.). On the floor 
of the House several minor changes were made in the bill, but the 
southerners’ principal effort—the addition of a jury trial amendment— 
was defeated. 
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Opponents of the bill stressed the fact that persons cited for con- 
tempt under the proposed legislation could be tried by a judge without 
a jury. This, they insisted, was itself a serious violation of civil rights. 
The fact is, however, that there is no constitutional right of trial by 
jury in contempt actions; and especially in civil rights cases a jury 
trial would only defeat the purposes of the legislation. The AFL-CIO 
agreed that the issue was “phony” and urged rejection of the amend- 
ment. 

The House did reject the amendment on a roll-call vote of 158-251. 
Democrats lined up 113 for and 112 against the amendment; Republicans 
cast 45 votes for and 139 votes against the amendment. 

On final passage, the House approved the bill, with only minor 
amendments, by 286 to 126. 


Complex Series Of Moves In Senate 


The Senate Judiciary Committee had failed to act for many months 
when the House passed H. R. 6127 on June 18, 1957. A subcommittee 
under the chairmanship of Senator Hennings (D.—Mo.) had voted out 
a bill similar to H. R. 6127. But when it came to the full committee, 
headed by Senator Eastland (D.—Miss.) the bill was filibustered. 
Brief meetings were held weekly and the southerners just talked on 
and on. 

Under these circumstances, Republicans and liberal Democrats 
banded together to employ a rarely used procedure—placing the House 
bill directly on the Senate calendar instead of referring it to the 
Judiciary Committee. This effort was led by Republican Leader William 
Knowland and Democrat Paul Douglas. The move was successful on a 
roll-call vote of 45-39. 

On July 8, the Senate started the historic debate. 

The leader of the opposition was Senator Russell (D.—Ga.). He 
immediately launched an all-out effort to eliminate Part III of the bill 
which dealt with civil rights other than voting rights. Even though 
the bill had been thoroughly aired for months, Russell argued that 
provision was a secret attempt on the part of the Executive to force 
integration in the schools and elsewhere at the “point of the bayonet.” 
This charge proved to be very effective. The President himself showe:l 
uncertainty about the provision, and the threat of filibuster hung over 
the Senate chamber. Civil rights forces, including the AFL-CIO, 
strongly supported retention of Part II. But the Senate voted its 
elimination by a vote of 52 to 38. 

Voting for elimination of Parts III were 34 Democrats and 18 
Republicans. Voting against were 25 Republicans and 13 Democrats. 

With the elimination of Part III, the bill became basically a right- 
to-vote bill. 

But the Russell forces were determined to weaken the bill further 
by the adoption of a trial-by-jury amendment. They found allies in a 
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group of non-southern Senators who believed that some kind of jury 
trial amendment had to be adopted or a southern filibuster would pre- 
vent any bill from being passed. After several alternatives had been 
discarded, Senators O’Mahoney, Kefauver and Church devised an 
amendment that limited the jury trial to criminal contempt only, 
extended it to all laws (including labor laws), and provided for the 
rights of Negroes to serve on juries. 

The AFL-CIO continued to oppose any such amendment even though 
it was argued that there might be some advantage to labor under the © 
Taft-Hartley Act. It refused to let any such consideration affect its 
support for the strongest kind of civil rights bill. But the Senate went 
along with the amendment, by a vote of 51 to 42. 

During the crucial days of the Senate debate, the AFL-CIO Execu- 
tive Committee unanimously adopted a statement decrying the elimina- 
tion of Part III and calling for the rejection of a jury trial amendment. 
This statement put to rest rumors that labor was abandoning its position 
on this question. 

With two major victories won, the Southern block did not filibuster 
on final passage. The vote was 72 to 18, the only opposition coming 
from 17 southerners and Sen. Wayne Morse of Oregon. It is significant 
that five southern Senators, Johnson and Yarborough of Texas, Gore 
and Kefauver of Tennessee and Smathers of Florida voted for this bill, 
the first civil rights bill to pass the Congress in 82 years. 


Differences In Two Versions 


The Senate and House bills thus differed in two important respects— 
Part III and the jury trial amendment. Civil rights forces wanted 
the best possible bill, but wanted to be sure that, in the efforts to 
reconcile the two, the bill itself should not be killed. Action in 1957 
was needed, and the AFL-CIO worked toward that end. While the 
chairman of the House Rules Committee, Rep. Smith of Virginia, stalled, 
agreement was reached among the leaders of both Houses and both 
parties on a compromise jury trial amendment. This cleared the way 
for quick passage in both Houses. Only South Carolina’s Sen. Thurmond 
engaged in a last minute “filibuster” effort. 

Under the compromise amendment, a federal judge can decide 
whether or not a defendant who violates his injunction should get a 
jury trial. The defendant can insist upon a new trial with a jury if 
the judge himself imposes a sentence of more than $300 or more than 
45 days in jail. Also, the compromise limits the jury trial to voting 
cases only. 

The bill as finally enacted is not as good as it might have been. 
But it does have great potential strength. Voting rights should be 
better protected now; the Justice Department is strengthened in the 
civil rights area; and a civil rights commission will study and make 
recommendations to Congress in the entire civil rights field. 
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The AFL-CIO Executive Council, in announcing support for the 
compromise bill, pledged that the “AFL-CIO will continue, in the years 
ahead, to press for continued improvements until we reach the day 
when full civil rights are guaranteed for all our citizens.” 


Cloture Rule 


The fight for civil rights in the 85th Congress actually started on 
the first day of the session when the Senate considered changing its 
Rule 22, the so-called filibuster rule. In 1953, a similar effort had 
been rejected by a vote of 70 to 21. 

This year, however, with the fresh memory of what happened to 
the civil rights bill in 1956, another effort was made. It was understood 
by all that even if a bill finally came to the floor of the Senate, it 
would be difficult to get 64 votes to invoke cloture, in other words, to 
stop debate. Sen Anderson (D., N.M.) offered a motion which would 
have permitted the Senate to write any rules it wished for the 85th 
Congress without that action itself being subject to unlimited debate. 
Majority Leader Johnson (D., Tex.) moved to table the Anderson 
motion. Minority leader Knowland (R., Calif) supported this motion. 
It carried by a vote of 55 to 38, thus preventing any action on rules 
changes at the time. 

Although the move was thus defeated, supporters of a rules change 
almost doubled in number since 1953. This was a significant sign that 
the Senate wanted action on civil rights. This explains largely why the 
Southern block did not engage in a full-fledged filibuster when civil 
rights came up later in the session. 

During the year, a special subcommittee of the Senate Rules Com- 
mittee has been considering changes in Rule 22. The AFL-CIO has 
declared its support for a rule which would permit a majority of Sena- 
tors voting and present to shut off debate. No action was taken in 
1957. 

Passage of H. R. 6127 in its weakened form only underscores the 
need for a change in Rule 22. The new law was probably the most that 
could be expected as long as the threat of filibuster constantly hovered 
over the Senate, and as long as very few believed that the necessary 
64 votes were available for cloture. 

Hearings on rules changes have been held by a special subcommittee 
of the Senate Rules Committee consisting of Senators Talmadge (D., 
Ga.) and Javits (R., N.Y.). No agreement, of course, was reached 
with such two opposite positions represented by the Senators. On the 
last day of the 1957 session, Senators Neuberger, Douglas, Humphrey, 
McNamara and Clark issued a joint statement to “confirm our long- 
standing view that Rule XXII is in need of drastic modification. A 
majority of Senators should have the opportunity to act when they are 
ready to act.” The AFL-CIO agrees with this position. 
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Disclosure of FBI Files 


On the final day of the 1957 session, Congress concluded action 
on a bill designed to “protect” FBI files—the so-called Jencks Bill— 
(Public Law 85-269). 

The AFL-CIO had urged the Congress to postpone action until 
further study and hearings were possible. The final action taken by 
the Congress confirms the correctness of this position. In the opinion 
of most observers in the civil liberties field, the Congress acted too 
hastily. 

Unwarranted hysteria resulted from a misunderstanding of the 
recent Supreme Court decision in the Jencks case which stated that 
defendants had a right to examine statements made by government 
witnesses to the FBI. It never was the intention of the court that this 
decision would permit anyone, including accused Communists and spies, 
to go on a “fishing” expedition in the FBI files. But it was so interpreted 
and remedial legislation was immediately proposed. 

Both Houses first passed different bills, but in conference a revised 
bill was accepted which basically reflected the Administration proposals. 
Its most serious defect is that it restricts seriously the type of state- 
ments which must be revealed to the defendant. As a result, the FBI 
could so arrange its records as to defeat completely the intent of the 
court in the Jencks case. 

(See report of AFL-CIO Department of Civil Rights, page 286.) 


Labor and the Law 


Taft-Hartley Act 


The Taft-Hartley Act, for more than a decade has been the basic 
law governing labor management relations. Its deficiencies have been 
analyzed countless times; there is no need here for further detailed 
analysis. 

Suffice it to say that the complaints against Taft-Hartley which 
were voiced by our convention two years ago are as valid now as they 
were then. 

The 1955 convention resolution said, in essence: 

The Taft-Hartley Act has been used to block union organization, 
to weaken unions, and to interfere with free collective bargaining. 

The Taft-Hartley Act places serious restrictions on the rights to 
strike and to picket. 

The use of the labor injunction, which had been virtually stopped 
in the federal courts in 1932 by the Norris-LaGuardia Act, has been 
revived by Taft-Hartley. 
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The Taft-Hartley Act injects the government into the writing of 
collective bargaining agreements. 

The Taft-Hartley Act itself places restrictions on union security 
arrangements which are wholly unworkable in industries with shifting 
employment patterns, such as construction, maritime trades, and the 
canning industry. In addition, by Section 14(b) it legalizes state anti- 
union-security laws—the so called “right-to-work” laws—in defiance 
of the principle that national legislation normally overrides conflicting 
state laws. 

A host of other restrictive provisions are also contained in the Act. 

In addition, the policy of the National Labor Relations Board have 
been such as to weight the provisions of the law even more strongly 
against organized labor. 

Numerous bills to amend the Taft-Hartley Act were introduced dur- 
ing 1956 and 1957. Many of these bills were constructive, such as those 
to eliminate Sec. 14(b) of the Act, which permits states to legislate 
against union security. Many others would have expanded and strength- 
ened anti-labor aspects of the law. No hearings were held on any of 
them. 

During 1957, a conference was held between representatives of build- 
ing trades unions and contractors and government representatives in an 
effort to reach agreement on Taft-Hartley amendments to solve problems 
peculiar to that industry. Agreement was reached and a bill, S. 1614, 
was introduced to amend the Act in three instances. The bill would have 
authorized pre-hire agreements, bargaining with associations of employ- 
ers, and joint union-employer trust funds for apprenticeship training. 

A second bill, S. J. Res. 94, upon which general agreement had been 
reached, actually passed the Senate in 1957, but received no attention 
by the House Committee. This bill would require the detailed disclosure 
to the public of union fund reports already required by the Taft-Hartley 
Act. 


Labor and the Courts 


In the past two years the Supreme Court of the United States has 
devoted an unusually large portion of its time to deciding cases involving 
labor. 

There has been a somewhat contradictory trend in these decisions: 
in the field of labor relations, the role of state governments has been 
both enlarged and diminished. 

State power has been enhanced by the court’s holding that the 
Constitution does not prevent a state from enjoining peaceful organ- 
izational picketing that violates a state law against coercing an employer 
to interfere with his employes’ right to join or to refuse to join a union. 

State power has been lessened by the court’s ruling that the refusal 
of the National Labor Relations Board to act in matters within its 
jurisdiction does not give the state courts or agencies authority to 
intrude. 
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Labor’s legal problems are many, as General Counsel Albert Woll re- 
ports to union session. 


In Teamster Local 695 versus Vogt, the exercise of state power, 
outside the area of interstate activity embraced by the Taft-Hartley 
Act, was sustained and enlarged by the ruling that a state may law- 
fully enjoin picketing where the picketing is for a purpose declared 
unlawful by the state. 

While the Supreme Court was careful to note in its decision that 
it continues to adhere to the view expressed in earlier decisions that a 
blanket ban on picketing would be unconstitutional, it seems almost 
impossible to ascertain the area in which this view would be applicable 
or the state actions regarding picketing which would be proscribed. 


As the dissenting opinion of Justice Douglas, in which Chief Justice 
Warren and Justice Black joined, pointed out, the Supreme Court in 
1940, in Thornhill versus Alabama, set aside a state ban on picketing 
because “the dissemination of information concerning the facts of a 
labor dispute must be regarded as within that area of free discussion 
that is guaranteed by the Constitution.” 

“Today the court signs the formal surrender,” Justice Douglas 
said. Under the Vogt decision, in his opinion, “state courts and state 
Legislatures are free to decide whether to permit or suppress any 
particular picket line for any reason other than a blanket policy against 
all picketing.” 

Fortunately, the Vogt decision is inapplicable to a situation in 
which activities affecting interstate commerce are involved, for within 
the ambit of peaceful picketing affecting interstate commerce, the 
Garner case, decided by the Supreme Court in December of 1953, 
effectively forbids state action. 

In the Pocatello case, the Building Trades Council had been enjoined 
from carrying on concerted activity under the Idaho Secondary Boycott 
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Act. Reversing the Supreme Court of Idaho, the United States Supreme 
Court relied upon the principle announced in the Garner and Weber 
cases that the area which has been committed to the National Labor 
Relations Board under the Taft-Hartley Act cannot be infringed upon 
by the states under obscure state laws which announce a “public policy 
of the state.” 

And under the same theory the high court, in the Newberry case, 
informed the Idaho Supreme Court that it erred in upholding an injunc- 
tion against “stranger” recognition picketing of an employer involved 
in interstate business. 

The decision of the Supreme Court in the Vogt case upholding the 
injunction against organizational picketing and its rulings in the Poca- 
tello and Newberry cases upsetting similar injunctions underscore the 
importance of the court’s earlier decision in 1953 in the Garner case 
and its related holdings this past session on feredal preemption in the 
labor relations field. 

Many state court injunctions have reflected a grab for power on 
the part of the states because of the existence of a so-called ‘“‘no-man’s 
land” between the authority of the National Labor Relations Board, as 
it exists under the Taft-Hartley Act, and the authority of the Board 
as it is exercised under the Board’s policy of declining to assert its 
full statutory authority. 

Although the Supreme Court in its Garner and Weber decisions 
has held that, where conduct falls within exclusive federal jurisdiction, 
a state cannot intrude, the failure of the Labor Board to assert its 
full jurisdiction encouraged some states to enter the “no-man’s land” 
to fill the breach, on the theory that parties to the dispute should have 
a court or agency available to decide the issues involved. 

The Supreme Court struck down this misconceived notion of state 
authority in its decision on the related cases of Guss versus Utah Board, 
Meat Cutters versus Fairlawn Meats, Inc., and Building Trades Coun- 
cil versus Garmon. In these cases the states of Utah, Ohio and Cali- 
fornia entered the “no-man’s land” and adjudicated labor disputes either 
after the National Labor Relations Board had declined to act under 
its jurisdictional policy or after a state determination that the dispute 
did not affect interstate commerce. 


Question of States’ Powers 


By their actions the states directly posed this question for the 
Supreme Court to decide: Did Congress, by vesting jurisdiction over 
labor disputes affecting interstate commerce in the National Labor 
Relations Board, completely remove state power to treat with such 
disputes even in those situations where the Board has declined or would 
decline to exercise jurisdiction but has not ceded jurisdiction to the 
state pursuant to Section 10(a) of the Taft-Hartley Act? 

The Supreme Court held that a state may act in a labor dispute 
within the statutory jurisdiction of the National Labor Relations Board 
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only where the Board has ceded jurisdiction under Section 10(a), to 
a state agency where the state’s labor law and the interpretation 
given to it are not inconsistent with the Taft-Hartley Act. The court 
was fully aware that its decision confirmed the existence of a “no-man’s 
land” in which neither a state has authority to act nor the federal gov- 
ernment the inclination to regulate. But, according to the court, this 
was a situation which Congress could change by legislation or the 
Labor Board could remedy by reasserting its jurisdiction and by ceding 
jurisdiction under Section 10(a) wherever possible. 


This decisior, together with the court’s earlier decisions in the 
Garner and Weber cases, should limit to a great degree state intrusion 
in labor disputes which affect interstate commerce. In assessing the 
impact of this limitation on state power, however, it should be remem- 
bered that there are some areas in which state intervention is per- 
mitted, as, for example, the prevention of violent conduct or mass 
picketing. 

While the cases just discussed relating to state power are believed to 
be of special interest and significance, a number of other recent decisions 
important to labor merit attention. 


In the companion cases of General Electric Company versus United 
Electrical Workers, Goodall-Sanford versus Textile Workers and Textile 
Workers versus Lincoln Mills of Alabama, it was held that Section 301 
of the Taft-Hartley Act empowers federal courts to compel specific per- 
formance of arbitration clauses contained in collective bargaining agree- 
ments and furnishes a body of substantive law for the courts to apply 
in such cases. 


Complex Cases to High Court 


A number of other difficult and perplexing questions concerning the 
application and interpretation of the Taft-Hartley Act were also pre- 
sented to the highest tribunal. 


Can the National Labor Relations Board deprive a union of its rights 
under the act when it finds that a non-Communist affidavit filed by an 
officer is false? The court answered this question in the negative, stating 
that the proper action is to pursue, in a criminal proceeding for perjury, 
the individual who made the false statement. 

In National Labor Relations Board versus Truck Drivers Local 449, 
the court was asked to review the question of whether non-struck mem- 
bers of a multi-employer bargaining association committed an unfair 
labor practice when, at contract time, they temporarily locked out their 
employes as a defense against a strike against one of the employers in 
the association. 

The National Labor Relations Board had held that it was not an 
unfair practice by the employers. The Second Circuit Court of Appeals 
disagreed with the Board, holding that it was. The Supreme Court 
agreed with the Board. 
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The Supreme Court made it clear, however, that its holding provided 
no sanction for lockouts generally, and the court specifically stated that 
its holding was limited to the particular circumstances of the case before 
it. It carefully pointed out that it was not concerned with cases in which 
lockouts were utilized to frustrate organization, to destroy or subvert 
bargaining representation or to avoid the duty to bargain. 

Of real significance to labor is the court’s decision in the case of the 
Office Employes versus National Labor Relations Board, in which the 
court was asked to settle the status of a union as an employer. 

Unfair labor charges had been filed by the Office Employes Union 
against an Oregon component of the Teamsters Union. The Board dis- 
missed the action on the ground that the Oregon Teamsters fell within 
the jurisdictional yardstick applied to other types of non-profit organi- 
zations and therefore the Board refused to assert jurisdiction. 

By this action, the Supreme Court held, the Board had “engrafted a 
blanket exemption upon the act for all labor unions as employers,” be- 
yond the intent of Congress, and the Board had thus acted arbitrarily 
and beyond its power. 

During its past term the Supreme Court was presented the oppor- 
tunity to rule on the constitutionality of the Taft-Hartley amendment 
to the Corrupt Practices Act which forbids labor organizations to make 
contributions or expenditures in connection with elections to federal 
office. This opportunity, however, was postponed despite the objections 
of three justices who, through Justice Douglas, lambasted the Corrupt 
Practices Act ban as “a broadside assault on the freedom of political 
expression guaranteed by the First Amendment.” 

Confining itself strictly to the allegations of an indictment involved 
in the case of United States versus UAW, which had been dismissed in 
the federal district court as not charging a violation of the Corrupt 
Practices Act, the Supreme Court upheld the indictment, concluding that 
it was a violation of the Corrupt Practices Act for a labor organization 
to use its general funds to finance television broadcasts supporting can- 
didates for Congress, as charged in the indictment. 

The case was sent back to be tried in the federal district court. 
There the UAW was acquitted by a jury of the charge of violating the 
Corrupt Practices Act. As a result, no constitutional test of the provi- 
sion will arise from this case. 

(See report of Office of General Counsel, page 324.) 


Labor and the Churches 


The religious organizations of our country—Protestant, Catholic and 
Jewish—and their leaders, inspired by the lives and teachings of Moses, 
the Hebrew Prophets, and Jesus, the Carpenter of Nazareth, have re- 
peatedly shown a vital concern about the social, economic, cultural and 
spiritual aspects of American community life. 

During the last half century especially, they have evidenced concern 
about equal rights and justice for all men, for adequate housing, for 
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the abolition of injurious child labor, for regulation of working condi- 
tions for women, and for wholesome recreation for every child. 

They have stood for the abatement and prevention of poverty every- 
where, for reasonable hours of labor, for just wages, for fair working 
conditions, for security for old age, for insurance against injury to the 
worker, and for an equitable division of the product of industry. 

They have joined with other groups in our American society such as 
trade unions in working for workmen’s compensation, unemployment 
insurance, minimum wage and adequate social security legislation and 
for the legal recognition of labor’s right to organize and bargain col- 
lectively. 

In this atomic age with its possibilities of an economy of abundance 
and the abolition of poverty, ignorance and disease and, on the other 
hand, of the destruction of our civilization by war waged by interna- 
tional ballistic missiles, it is exceedingly important that the forces of 
religion and labor that have so many common aims and objectives should 
understand one another and work for greater material, cultural and 
spiritual fulfillment for everyone. 

The AFL-CIO, recognizing the tremendous role that religion and 
religious organizations play in American national, state and community 
life, seeks through its office for Religious Relations to interpret our labor 
movement, its ideals, aims, practices and achievements to the members 
and leaders of the various religious bodies in our country, and to provide 
a channel of communication, friendship and cooperation between reli- 
gious and labor groups. 

Since the launching convention in December of 1955, Charles C. 
Webber, our Representative for Religious Relations, has addressed over 
150 international, national, regional, state, county and city church and 
synagogue meetings in 18 states—from Massachusetts to North Caro- 
lina, from Washington, D. C., to California, and in Canada, as well. He 
has also given an international broadcast for the “Voice of America” on 
“Religion and Labor in the U. S. A.” 

In speeches to these organizations, it has been pointed out that the 
labor movement has real religious significance in that through its organi- 
zational efforts and collective bargaining it has won the higher wages 
and the shorter hours that give the workers the time and money for 
cultural, community, educational and religious pursuits. ‘ 

In addition, the case against “right-to-work” laws has been presented 
as well as descriptions of efforts to eliminate racketeering in the labor 
movement. 
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The constitution of the AFL-CIO declares that one of its objects is 
“to secure legislation which will safeguard and promote the principles 
of free collective bargaining, the rights of workers, farmers, anl con- 
sumers, and the security and welfare of all the people and to oppose 
legislation inimical to these objectives.” 

This identification of the labor movement with the broad public inter- 
est has existed from the earliest days of trade unionism. The gains ob- 
tained through free collective bargaining are always threatened by unfair 
taxation, inflation and other factors not affected by the union contract. 
Broad social objectives such as education and housing and civil rights 
can be obtained only through appropriate legislation. Moreover we must 
always be on guard against legislation designed to cripple the labor 
movement. 

Labor’s legislative goals have not found too full acceptance in either 
the 84th or 85th Congress. 

As will be detailed in the section below, and in other sections of this 
report, occasional victories have been won, but by and large the last two 
Congresses have failed to meet many of the nation’s vital needs. Where 
the people have demonstrated active support on behalf of public interest 
legislation, however, it has been possible to obtain some progress. 

A number of labor’s legislative objectives are treated in this report 
under other headings, as will be noted below. Improvements in social 
security in 1956, for example, are discussed in the section of the report 
dealing with “Social Security.” The report of the Department of Leg- 
islation is on page 303. 


Alaska-Hawaii Statehood 


The issue of admitting Alaska and Hawaii to the family of states 
once more was renewed and, after delaying tactics by opponents, H.R. 
7999 (Alaska) was reported by the House Committee. The bill for 
Hawaii was pontponed. The House measure remained unacted upon 
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by the Rules Committee. Speaker Rayburn announced that the bill will 
go to the floor early in 1958. 

In the Senate, both bills S. 49 (Alaska) and S. 50 (Hawaii) were 
reported. No action was taken by the Senate. 

In line with the traditional policy of the labor movement AFL-CIO 
support has been given to both measures. Justice demands that the 
people of Alaska and Hawaii, American citizens, be given the same 
rights and privileges that are enjoyed by those in the 48 states. They 
are at present deprived of any real representation in the United States 
Congress, and of the right to vote for President. Governors not at their 
own choosing have broad powers over their local affairs. Although they 
are deprived of these rights of citizenship, they must meet the obliga- 
tions of citizenship, for they are not excused from taxation and mili- 
tary service. 

Pro-statehood strategists plan to pass the Alaska measure first, 
Hawaii second. Opponents still hope to couple the two in order to 
attract as much resistance as possible. 


Appropriations For Departments Of Labor, 
Health, Education and Welfare 


Many of the federal programs in which labor is interested depend 
almost as much on the size of the appropriations as they do on the laws 
themselves. Thus, the battle is only partially won when the basic legis- 
lation is adopted. There is need to follow up on appropriations year by 
year. 

Of all appropriations bills enacted by Congress, labor has the most 
direct interest in those affecting the Department of Labor and the 
Department of Health, Education and Welfare. Both of these Depart- 
ments, along with a number of related independent agencies, are handled 
by sub-committees of the Appropriations Committees. 

During the past two years, these subcommittees were very ably 
chaired by Lister Hill (D., Ala.) in the Senate and John Fogarty (D., 
R. I.) in the House. 

In presenting its recommendations to the Congress, AFL-CIO spokes- 
men have pointed out that the entire budget for both the Labor and 
HEW Departments come to less than 5% of the entire budget. Any cuts 
in this budget must affect vital programs affecting the general welfare 
of the American people. 

In 1957, particularly, a budget-cutting hysteria swept the nation 
when the President presented a budget totalling $72 billion for fiscal 
1958 (the year starting July 1, 1957). Defense of this budget became 
difficult when the Administration itself invited the Congress to cut where- 
ever possible. As is detailed elsewhere in this report, this “economy” 
wave hurt major areas of legislation such as school construction and 
mutual security. 


235 


a 
$ 
r 
n 
YUM : a 


Saath. +S 


The AFL-CIO, however, took the position that every program must 
be considered on its merits, and that if the programs needed to protect 
America’s security and the welfare of its people must cost $72 billion, 
then we must spend it. 

Although the Labor-HEW appropriations bills in both 1956 and 
1957 were spared any drastic cuts below previous levels, a number of 
needed programs were cut below minimum levels and a few failed to 
get needed increases. The major progress in both years was in the 
field of medical research, where Congress went above the President’s 
recommendation. 

A comparison of total appropriations for the Department of Labor 

and the Department of Health, Education and Welfare for each of 
the last 3 years follows: 


Labor Department H.E.W. 
Fiscal 1956 $420,703,650 $2,098,111,550 
Fiscal 1957 $380,785,500 $2,490,500,181 
Fiscal 1958 $353,817,600 $2,503,130,381 


(The reduction in the Labor Department total from 1956 to 1958 
is due to the reduction in funds needed to finance the veterans’ unem- 
ployment insurance program. This item alone was reduced from $105 
million in 1956 to $36.8 million in 1958. Except for this item, therefore, 
the Labor Department budget has remained fairly constant for the 
three year period). 

A major function of the Labor Department budget is to provide 
adequate enforcement of federal labor legislation. 

Towards this end, the AFL-CIO has been particularly concerned 
with appropriations for the Office of the Solicitor and the Wage and 
Hour Division. Especially with the increase in the federal minimum 
wage to $1.00, adequate enforcement funds were crucial. For fiscal 
1957, adequate appropriations were obtained. But for fiscal 1958, budget- 
cutting hysteria threatened these appropriations. When the bill was 
finally passed by the Congress, the Office of the Solicitor was granted 
$2,121,000, a cut of $142,000 from the request. The Wage and Hour 
Division was granted $10,600,000, a cut of $288,000 from the request. 
These were relatively small cuts, in light of Congress’s behavior on 
the budget generally, but completely inexcusable. 

A special problem developed in connection with funds needed by the 
Office of the Solicitor for the purpose of administering the Bacon-Davis 
provision of the new Highway Act. Legal objections were raised to the 
use of highway trust funds for this purpose. The AFL-CIO took the 
position that it made no difference whether the money came from general 
funds or from the trust fund; the important thing was to have the 
necessary funds to do the job. After much dispute over the problem, 
the Senate did agree to the House action in using trust fund money. 
But the amount was reduced from the requested $365,000 to $200,000. 

Other disappointments in the Labor Department budget relate to 
failure to grant modest increases requested for the Bureau of Labor 
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Standards, the Mexican farm labor program, the Bureau of Labor 
Statistics and the Bureau of Apprenticeships (for an expanded train- 
ing program). 

(See section on “Health” for a report on appropriations for hospital 
construction and medical research.) 


Atomic Energy 


See section, page 149. 


Bricker Amendment 


The Bricker amendment to the Constitution, which originally would 
have been highly restrictive of executive treaty-making, has taken on 
various forms and modifications from the first date of introduction. 

In 1956, the Bricker proposal took the form of the Dirksen sub- 
stitute, which then became the pending version of the amendment and 
was approved by the Senate Judiciary Committee with four dissenting 
votes. The pertinent language read: 

“A provision of a treaty or other international agreement 
which conflicts with any provision of this Constitution shall 
not be of any force or effect.” 

The substitute promptly drew the fire of constitutional authorities 
as being “vague” and given to tying the hands of the President or the 
President and the Senate in the conduct of the Nation’s foreign affairs. 

In turn, the Senate Committee on Foreign Relations reported a bill 
18 months after introduction (S. 147) to require the President to notify 
the Senate of the terms of all non-treaty international agreements. 
This measure was recognized as meeting the minimum demands of 
the Bricker forces. 

The Senate would have no power of action but would be kept 
informed. While treaties must be submitted for Senate approval, lesser 
agreements are not subject to ratification and the Senate is without 
knowledge of their contents. This plan further would merely specify 
that the President must transmit to the Senate within 60 days after 
negotiation any international non-treaty agreement to which the United 
States is a party. 

This year, S. J. Res. 3 was the new version of the Bricker plan. An 
AFL-CIO statement on the subject pointed out to the Senate that the 
amendment is not needed; it could embarrass the United States and 
the President in the conduct of foreign relations; and it would cast an 
unwarranted cloud on the operations of the International Labor Office. 


Civil Rights 
See section, page 221. 
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People’s Lobby: Union members visit their Senators and Congressmen 
in Washington. 


Civilian Aviation 


Early in 1957. the AFL-CIO unions in the civilian aviation indus- 
try formed a subcommittee to function in an advisory capacity to the 
Legislative Department. These unions include Airline Pilots Associa- 
tion, International Association of Machinists, Air Transport Division 
of the Transport Workers Union, Brotherhood of Railway Clerks, 
Flight Engineers International Association, Air Line Dispatchers Asso- 
ciation and United Automobile Workers. 

Congress provided for a short range planning agency to devise rec- 
ommendations for methods to prepare for the jet age and to define for 
a successor agency the use of airspace which has become increasingly 
crowded with military and civilian craft. (Public Law 85-133.) 

Congress acted to assist operating companies to acquire new flight 
equipment under loans guaranteed by the Federal Government upon 
10 per cent down-payment. (Public Law 85-307.) Through this means, 
better revenues can enable management to meet proposals of our Unions 
with less hesitancy. H. R. 5822, the capital gains bill to permit reinvest- 
ment in new equipment from the sale of old went through the House 
and was advanced to the Senate Calendar. 

For some years, three Alaskan air lines have worked to get perma- 
nent certification for their operations to provide needed stabilization of 
that segment of the industry. We took an active part this year to bring 
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about an act which should provide greater assurance of steady employ- 
ment. (Public Law 85-166.) S. 1474 to furnish permanent certification 
of cargo lines got Senate approval. This bill covers all such lines still 
holding temporary certificates within the United States. 

During the year, the House Judiciary Subcommittee No. 5 reported 
extenSive findings under H. Res. 107. 

In part, the report said, “In enacting regulatory legislation, Con- 
gress has not departed from its general national policy favoring a 
competitive economy. Instead, Congress has combined conflicting eco- 
nomic policies and has required regulatory agencies to exercise their 
authority so as to accommodate both policies.” 

The theme of the report supports clarification of the confusion 
which such agencies are burdened with in trying to work under such 
difficulties. 


Consumer Protection 


Poultry | Inspection 


Presidential signature completed action on a major bill to make 
mandatory for the first time, federal inspection of poultry for the safety 
of consumers and those employed in this important agricultural industry. 
(Public Law 85-172.) Much resistance was met at the outset four 
years ago, but through an educational campaign, the public was made 
aware of the necessity for such law. The initiative for this legislation 
came from the Amalgamated Meat Cutters and Butcher Workmen of 
North America. 

Inspection, to be paid for by federal appropriation, not on a volun- 
tary basis by the industry, will be on an ante-mortem and post-mortem 
basis to insure that no diseases communicable to humans shall be trans- 
mitted. Five separate Congressional hearings were conducted in two 
years. Discussions at the Cabinet level determined that the Department 
of Agriculture, not the Food and Drug Administration should administer 
the Act. 

The new law will be a guide and spur to intrastate inspection as 
well, An outstanding feature is the provision that the Secretary of 
Agriculture may designate major consuming areas. All poultry entering 
such areas, whether in intrastate or interstate commerce, must be sub- 
ject to federal inspection. 


Food Additives 


Some 150 chemical compounds, including dyes, oils, extenders, soft- 
eners, preservatives, and others continue to be used in foods without 
proof of their safe properties for human consumption. Some of these 
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continue suspect as cancer-promoting because of changes effected upon 
being consumed. The Delaney bill (H. R. 7798) and the Sullivan bill 
(H. R. 4482), truly protective of consumer interests, have AFL-CIO 
full support. 

House hearings this year developed scientific information not brought 
forth in hearings of previous years. Bills which we regard as inadequate 
for the purpose were offered on behalf of the food industry and the 
Administration. The so-called “grandfather’s clause” to exempt chemi- 
cals in frequent use but not yet ruled deleterious and appeal methods 
from administrative decisions were raised as points of issue by those 
less than an active desire for full consumer safeguards. 

With but a few weeks remaining in the session of the Congress, the 
sponsors of the two main bills preferred to see a report on the measures 
delayed till next session in the expectation that floor action can be had 
more readily with the problem fresh in the minds of the lawmakers. 


Meat Inspection 


Over vigorous objection of the budget-slashing bloc in the Congress 
this year, funds were increased for inspection of red meat. Nearly 
$250,000 was added for this purpose to permit the hiring of 45 more 
inspectors for this important function. 

The resistance to this budgetary item illustrated the ends to which 
“economy” hysteria went in attempting to cripple vital administrative 
operations of the Federal Government. 


Credit Unions 


Title VII of S. 1451, the bill to revamp the financial institutions 
act, as passed in the Senate, contains provisions affecting the operations 
of federal credit unions. More than 20,000,000 members save or borrow 
through credit unions. 

As originally proposed, Title VII contained several portions inimical 
toward credit unions. We succeeded in elimjnating or modifying such 
provisions in the Senate and were prepared to present our position to 
the House Banking and Currency Committee but adjournment overtook 
the proceedings which will be renewed in 1958. 

Important among the sections in Title VII is retention of the present 
tax-exemption safeguard for credit unions. We anticipate an effort in 
the House to eliminate this provision, which we will resist. Many 
hundreds of thousands of Organized Labor members participate in the 
affairs of credit unions. 


Food and Drug Administration 


The responsibilities of the Food and Drug Administration are 
increasing steadily in the field of safeguards for consumers. For several 
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years, the Congress severely reduced funds for operation of this Bureau. 
This year, the threat was renewed but a House roll-call vote rejected 
a cut of $1,327,000 for fiscal year 1958. 


Davis-Bacon Act 
See section, page 159 


Depressed Areas 
See section, page 160 


Disclosure of FBI Files 
See section, page 227 


District Of Columbia 


Teachers Retirement: The new law provides to the public school 
teachers of the District of Columbia all the benefits of last year’s act 
granted to Federal Government employes in addition to the good sys- 
tem already in force. (Public Law 85-46.) Teachers have well earned 
full consideration. Crowded classrooms in a transitional period high- 
light the difficulties of active service. This was the most important 
legislation in this field in 1957, prelude to the salary legislation to be 
pushed next session. 

Teachers College Degrees: S. 1906 would authorize District of 
Columbia Teachers College to confer the degree of master. The bill 
is designed to enable teachers to receive such recognition to qualify 
for the lower-bracket instruction jobs and to meet the demands being 
made by the community looking toward the establishment of a publicly 
supported university. The bill was approved in the Senate. The House 
Committee postponed completed action. 


Firefighter Retirement: Increases were enacted in the employe 
contribution rate for Firefighter retirement purposes in the District of 
Columbia from 5 per cent to 6% per cent in line with the rate for 
Federal employes. In return, the benefits are greatly increased. (Public 
Law 85-157.) 

After 20 years of service and beginning at age 50, eligibility for 
retirement is provided. Total District and Federal service may be 
included as well as military service except for such time served under 
social security. Till now, nonservice-connected disability after five years 
of service has not been available. The same provisions apply to police- 
men. 


Education 
See section, page 217 
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Enemy Alien Assets 


The “Trading With The Enemy Act of 1917” authorized the Federal 
Government to take over enemy property in this country and the Con- 
gress to decide later how to dispose of the property. The general 
provisions of this Act were operative in World War II. 


At the conclusion of World War II, the Paris Conference on Repa- 
rations agreed that the United States and 17 other nations would dispose 
of such assets rather than to return them directly to former ownership 
or control, with each government deducting the proceeds of sale of prop- 
erties from its reparations claims. The subsequent Bonn Convention 
of the United States, Great Britain, France and Germany reaffirmed 
the Paris Agreement and waived all claims for reparation against the 
Federal Republic which, in turn, agreed to raise no objections against 
the measures. 


Among the lists of properties were nearly $600 million in assets, 
including $541 million in German property and $54 million in Japanese 
property, the biggest single piece being the General Aniline and Film 
Corp. valued at some $100 million. 


A continual campaign has been waged over several years for enact- 
‘nent of the Dirksen-Johnston measure (S. 1639) to return to former 
owners of record these confiscated properties which would cause the 
burden to rest upon the American taxpayer. This legislation has been 
dealt with by the Senate Committee on the Judiciary and by the House 
Committee on Interstate and Foreign Commerce. Thus far, its propo- 
nents have failed. The legislation was stopped at one point upon pro- 
posal of an amendment to bar against all recovery by any corporations, 
Swiss, German or otherwise, which engaged in the use of slave labor 
during World War II. 


The United States Supreme Court at one stage declined to rule in 
favor of former owners until the Swiss banking interests divulged the 
identities of individual and corporate claimants. Such a list was never 
submitted because Swiss law prohibits such disclosures. 


A number of our unions have expressed concern over returning these 
assets on the ground that it was uncertain whether such properties 
would be taken behind the Iron Curtain. A Senate Judiciary Subcom- 
mittee conducted hearings into the possibility that “millions and billions 
are coming into the United States for investment through Switzerland” 
and that more than half the stock in one Swiss concern trading in 
United States securities is owned in behalf of persons living behind the 
Iron Curtain. 


The Swiss government has served notice of intention to sue the 
United States in the International Court of Justice for return of the 
General Aniline and Film Corp. to its former owners. 

In the House Committee, hearings were ended abruptly when a 
State Department representative was unable to answer questions con- 
cerning the value of certain properties and the amount in hand repre- 
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Farm Workers: Many of them migrating over large areas face special 
problems and get little help from states. 


senting various other assets. In the Senate, S. 1639 reached the Calendar, 
but objections prevented action. 


(See Scholarships for Veterans’ Children under National Defense.) 


Farm Workers 


The AFL-CIO is engaged in a continuous effort to raise the status 
of the three million Americans who work for wages on our farms, the 
most exploited major group in our national labor force. Specifically ex- 
cluded by Congress from the protection of our labor laws—and thus 
largely without trade union organization—these workers are also denied 
the benefit of virtually all other federal and state legislation enacted to 
improve the economic and social well-being of the families of the nation. 

The earnings of farm workers rank among the lowest. 

Even worse, while millions of other wage earners have been improv- 
ing their living standards during the postwar year, no improvement is 
evident for Americans who work for hire in agriculture. 

While the ratio of wages received by hourly paid farm workers (who 
receive no room or board) stood at 54% of the wages received by fac- 
tory workers in 1948, this ratio had fallen to 43% by 1956. 
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The plight of America’s half million migratory workers is the most 
desperate of all. The sub-standard wages they are paid, the miserable 
working conditions and unsanitary housing imposed upon them, and the 
absence of educational, religious and community facilities which they 
and their families must endure, have now become a national scandal. 

During early New Deal days, the former Farm Security Administra- 
tion achieved some success in improving wages, hours and community 
standards for migratory workers on our farms. In recent years, how- 
ever, retrogression has set in, and a major cause has been the increasing 
use of imported farm workers by employers in agriculture. These foreign 
farm migrants now pour across our borders at a rate in excess of a half 
million a year. 


500,000 Mexican Workers In 1957 


Although the uncontrolled influx of illegal “wetbacks” from Mexico 
has been greatly reduced in recent years, largely due to the cooperation 
of U. S. and Mexican trade unionists and our insistence upon an ade- 
quate staff for border control, the number of Mexicans who are legally 
imported to work on our farms under the Mexican Contract Labor Pro- 
gram skyrocketed to nearly a half million in 1957. 

This program—first introduced as a “temporary war-time measure” 
with assurances that Mexican nationals would neither work for less than 
prevailing domestic wages nor displace domestic workers—has inevitably 
affected American farm workers adversely. Agricultural employers have 
successfully undermined the wage and work standards envisaged when 
the program was initiated. In addition, they have increased the annual 
importation of Mexican nationals 500% since the program was first 
inaugurated. 

Not content with the flood of low-cost Mexican farm labor they now 
enjoy, the growers are engaged in schemes to import farm workers from 
Japan and elsewhere under conditions even inferior to those confronted 
by Mexican workers. 

During the course of the last two years, the AFL-CIO has tried to 
aid those who work in agriculture in many ways. 

During the 84th Congress our support helped enact federal legisla- 
tion which seeks to end the inhuman conditions under which migrants 
are moved from state to state by subjecting this movement to regulation 
by the Interstate Commerce Commission. Furthermore, AFL-CIO has 
testified against the existing program under which 1,000 Japanese agri- 
cultural workers have been imported into California under conditions of 
indentured servitude. We have demanded, so far without success, that 
this program be terminated. 

In addition, AFL-CIO has sought increased appropriations to support 
the Department of Labor’s effort to secure employer compliance with 
the terms of the Mexican Contract Labor Program under which migrants 
from that country are employed on our farms. We have also continued 
to seek coverage for farm workers under the Federal Fair Labor Stand- 
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ards Act and under other federal laws. At the same time, AFL-CIO 
central bodies in the states have been seeking to secure coverage of farm 
workers under state labor and welfare laws, and have supported investi- 
gations into the conditions under which migrant workers are employed 
in their states. 

The AFL-CIO has also been an active participant on the Secretary of 
Labor’s Advisory Committee on Farm Labor and on the Joint United 
States-Mexico Trade Union Committee. (See Section on International 
Affairs, page 178 for discussion of the work of this committee.) 

These committees, in cooperation with the National Agricultural 
Workers Union, undertake to continuously review developments affecting 
the welfare of all farm workers employed in the United States,—Ameri- 
can citizens and foreign nationals alike. Currently, they are reviewing 
the operation of the entire foreign worker import program with a view 
to recommending comprehensive remedial action. 


_ Federal Employees Legislation 


The Salary Bills 


The first session of the 85th Congress yielded little fruit to Govern- 
ment employees. Principally, there were pay bills for all groups, postal, 
classified, technical and wage board. 

H. R. 2474, carrying a 12 per cent increase for postal groups, cleared 
the House with a 10-1 majority after the Post Office and Civil Service 
Committee and the Rules Committee had been discharged. The classified 
bill (H. R. 2462) also got House approval by a substantial vote. The 
bill for technical groups (H. R. 2804) failed to get action because some 
relief had been afforded administratively up to Grade GS-11. Mean- 
while lay-offs for similar groups already are starting in industry. 

The postal and classified bills went through the Senate by top- 
heavy majorities after weeks of delay and only a few days before 
adjournment, despite pleas by our Unions to allow opportunity for 
overriding an almost certain veto of both bills. 

These bills were pocket-vetoed. Several reasons for his action were 
assigned by the President, including a current survey by a cabinet 
committee to determine proposals for pay scales to be set forth by the 
national Administration. Only one pay increase law in six years has 
been passed. Two previous bills were vetoed. 

The AFL-CIO worked closely with all unions concerned with the 
details of salary revision legislation. 


Wage Board Decision 


S. 25 containing provisions for retroactivity to beginning date of 
blue collar wage surveys got Senate approval despite Defense Depart- 
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ment opposition. For years, delays in putting into effect wage data 
findings have denied employees many millions in pay benefits. Some 
wage awards have been postponed as long as nine or ten months. 


Interest Payments Waived 


Persons who left government service prior to October 1, 1956, but 
who re-enter that service thereafter may redeposit such retirement 
contributions they had made but no longed will be required to repay 
interest on deuctions in addition. (Public Law 85-65.) 


War Risk Hazards 


The law is extended one year from July 1, 1958, to grant compensa- 
tion for injury or death of those employed by contractors or the Govern- 
ment in World War II. The same benefit is extended for those Federal 
employes detained by enemy forces. (Public Law 85-71.) 


Civil Service Retirement 


Hearings were held on H. R. 607 to provide a modest annuity 
increase to those retired prior to October 1, 1956. House action was 
withheld. 


Canal Zone 


The Panama Canal, for the fifth consecutive year, smashed all 
previous records for number of ships (over 300 tons) to be locked 
through from ocean to ocean. The fiscal year listed a total of 8,579 
ocean-going vessels as having transited the waterway. 

The Canal Zone Central Labor Union and Metal Trades Council, 
AFL-CIO, through its legislative representative Louis S. Damiani, aided 
by the AFL-CIO Legislative and Metal Trades Departments, success- 
fully fought adverse legislation introduced by State and Defense Depart- 
ments to implement the ratified 1955 treaty commitments with the 
Republic of Panama. 

The “Treaty” legislation, introduced in the main by the Defense 
Department, was embodied in three bills: (1) Supplemental funds for 
preliminary work on the high-level bridge at Balboa. (2) Establishing 
of a single wage scale. (3) Authorization for the Canal administration 
to transfer approximately $25 million in properties to the Republic of 
Panama. 

Considering the limited amount of legislation enacted by the 85th 
Congress, it is a tribute to the efforts of organized labor on the Canal 
Zone, that of seven pieces of legislation introduced, four became law. 
And, the remaining three bills have passed one or both Houses. Three 
of the four bills enacted into law, contained major amendments sub- 
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mitted by the Canal Zone labor organization. The three bills pending, 
have been amended by deletion of language adverse to the Canal 
employees. 

Another major victory for Canal Zone labor was the success of 
getting the House Conferees to recede from their recommendation to 
exclude the Canal Zone from the “overseas” minimum wage provision. 
H. R. 7458, as passed by the House, would have exempted the “contract” 
employees on the Canal Zone from the $1.00 hour minimum wage, despite 
the fact the Canal Zone has been under the FLSA provision since 1938. 


Federal Life Insurance 


The Federal Employe Life Insurance Act was amended by the Senate 
Committee in S. 2127 by reducing from two per cent to one per cent a 
month the depreciation in benefits after arriving at age 65 till they reach 
50 per cent, instead of the present 25 per cent. The Senate Committee 
gave approval. S. 1740 to authorize the government to take over 
employe beneficial life insurance plans disrupted by the Federal Life 
Insurance Act got committee sanction in both houses. 


Government Employee Safety 


S. 931 to reorganize on-the-job safety functions and to coordinate 
preventive steps got Senate Government Operations approval. 


A Code Of Ethics 


The House passed the Bennett measure (H. Con. Res. 175) setting 
forth what the Congress would require in the field of ethics by Govern- 
ment service personnel. Bennett was author of Public Law 330 of 
1955 which revised the outlawing of strikes against the government. 

These are high points in H. Con. Res. 175: “Any person in Govern- 
ment service should . . .” put loyalty to country above loyalty to persons, 
party or agency; give full day’s labor for full day’s pay and “his earnest 
effort and best thought;” make no private promises upon the duties of 
office; not use confidential information for priviate profit; expose cor- 
ruption; engage in no business with government, directly or indirectly, 
“inconsistent with his governmental duties.” 


Unemployment Benefits Extended 


H. R. 8888 passed by the House extends unemployment insurance 
benefits to certain Federal employes not at present covered. There are 
approximately 30,000 persons employed in nonwholly owned Federal 
instrumentalities of the United States exempt from the Federal Unem- 
ployment Tax Act. These include some under the jurisdiction of the 
Farm Credit Administration and 29,000 others serving Federal credit 
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unions, Federel home-loan banks, Federal land banks, and national 
farm-loan associations. 

H. R. 8888 gives authorization for states to cover nonwholly owned 
Federal instrumentalities with state law providing for unemployment 
compensation payment on the same terms as compensation payment to 
employes of other employers in the state. 


Attack On Federal Grants-in-Aid 


An Administration campaign is now being launched to whittle away 
the federal grants-in-aid which have been enacted to raise public service 
standards in the states and localities, and particularly in the poorer 
ones. 

In 1956, about $3.3 billion in federal funds was distributed to help 
achieve minimum standards in the performance of a variety of state 
and local services which Congress deems vital to the public welfare. 
These funds are generally apportioned on the basis of population and 
need, and the states and localities are required to match them with 
funds of their own. Federal grants help build highways, hospitals and 
airports; increase aid for the needy aged, orphans and the blind; stim- 
ulate vocational education and the rehabilitation of the handicapped; 
accelerate slum clearance and the construction of public housing; and 
support a score of other services which otherwise could not be main- 
tained in the poorer states and localities. 

In the postwar years, as population has soared, the hard-pressed 
state and local governments have rapidly increased their own taxes and 
indebtedness in an effort to meet essential public service needs. In 1956, 
all of the federal grants equalled only 9% of the total expenditures of 
all of the states and localities. Nonetheless, a powerful drive is now 
underway to diminish federal aid or eliminate it entirely. 

At the President’s instigation, and as part of the economy drive, a 
special Federal-State Action Committee is now weighing which of these 
programs to end. After two or three brief sessions, and without public 
hearings, the Committee majority is reported te be urging the reduction 
or elimination of federal grants for school lunches, vocational education, 
water pollution abatement, national disaster relief and assistance for 
the needy aged. 

It is true that the Committee is also recommending that several 
federal excise taxes be relinquished to the states to provide new revenue 
to finance the abandoned federal aid. This gesture, however, would not 
assure the continuance of these public services. 

In the first place, lower income states that now receive the largest 
proportionate share of the federal aid cannot make up the loss by levy- 
ing the taxes that Washington would abandon. Only the wealthiest 
states—that need aid least—would benefit from this callous states’ 
rights scheme. 

Secondly, there can be no assurance that the reactionaries who con- 
trol most state legislatures would continue to appropriate funds for 
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these programs, particularly after the stimulus of federal matching 
funds is withdrawn. Even in the better-off states it is likely that many 
essential public service programs would be weakened and even ended. 


Program to Serve Special Interests 


The states-righters’ attack on the federal grants in aid—like their 
attack on the regulatory bodies of the federal government—has not been 
launched to help our state and local governments. It is intended, solely, 
to serve the special interests of wealthy corporations and individuals. 

Since the federal tax system, despite its imperfections, obtains al- 
most 80% of its revenue from progressive taxes on corporate profits 
and individual income, those who campaign against federal aid view all 
federal expenditure cuts as promising a gigantic tax saving for them- 
selves. Even if the states increase their own taxes to make up for 
revenue losses after federal grants are whittled away, this too will yield 
a net gain for the wealthy; after all, most state levies bear most heavily 
on families who are least able to pay! 

Those who sincerely seek to strengthen state and local governments 
must strive to improve and extend the federal grant programs, not to 
destroy them. 

Undermining the federal grant programs when necessity dictates 
they should be enlarged, is false economy the nation can ill-afford. 


Forced Labor Convention 


See section on ILO, page 179 


Foreign Economic Program 
See section, page 183 


Health Legislation 
See section, page 207 


Health, Welfare and Pension—Disclosure Legislation 
See section, page 204 


Highway and Other Federal Construction 


Interstate Highway Program 


Construction under the provisions of the law enacted during the 
84th Congress providing 50 billion dollar national highway network 
was well advanced this year. The AFL-CIO shared actively in promoting 
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this legislation, which provides for 90 per cent financing from federal 
revenues. 

In 1956, we were responsible for winning inclusion of the prevailing 
wage section into the act for construction purposes. Success came only 
after a prolonged campaign and in the face of determined opposition. 
This opposition was renewed this year through attacks against the 
appropriation to administer the wage section. Previously the Congress 
had specified that such money was to be derived from the trust fund 
which also provides construction financing. 

This year, an indirect attack on the Jabor section took the form of 
attempting to deny money from the trust fund but with no provision 
for administrative expenses provided from general appropriations. Our 
position was that the enforcement costs must be met from one or the 
other source. The House included the trust fund as the source, the 
Senate eliminated the item entirely. 

The House, by an overwhelming roll-call sustained its own con- 
ferees’ insistence in favor of the House stand. Confronted by this 
irrevocable record vote, the Senate unanimously concurred and the item 
was safe. 

Extension of the System: Senate Public Works Committee support 
for 7,000 miles of highway additional to the original 41,000 was pro- 
posed following hearings which represented the requested supplemental 
miles from the respective states. However, after linking this proposal 
to the anti-highway billboard measure in the subcommittee, the mileage 
plan lost favor and failed to leave the Committee. 

There was further belief that there should be no disruption of the 
original plan and that the two-year period during which the basic act 
would remain unchanged prevailed. 

Advertising Displays: The plan to bar outdoor commercial displays 
abutting the new highway rights-of-way—which first was proposed in 
1955 and which was defeated—was brought forth again this year. It 
first was proposed that either through easements or outright land 
acquisition, signs would be pushed hundreds of feet from either side 
of the roadways. 

One plan would place the signs 300 feet away from either side 
of the roads, another 500 feet, and the Moses plan 700 feet. Opponents 
of the plan pointed to the tremendous land costs involved. Subcommit- 
tee support gathered for an alternate idea of adding three-quarters of 
one per cent to the sums from the trust funds to states barring signs, 
for a total of 90%4 per cent of federal money. 

By a one vote margin, the full committee defeated all anti-billboard 
plans. 


Lease Purchase Program 


The three year old Lease-Purchase program, as a guide to Federal 
construction remodeling of facilities, encountered serious difficulties 
because of the high interest rates for financing purposes. The Senate 
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Hungarian Refugees, who fled native land after crushing of revolt, got 
help from unions at Camp Kilmer, N. J. 


passed an extension of the Act (S. 2261) after the General Services 
Administration and Bureau of the Budget announced further efforts to 
administer the law had ended. 


Later, the program was reinstated administratively but the House 
Committee declined, on a strict party division, to grant an extension of 
the Act which automatically approached an expiration date, and no 
further action resulted. 


Housing 


See section, page 214. 


ILO Ceiling Legislation 


See page 185. 


Immigration Reform 


In its merger convention resolution on immigration, the AFL-CIO 
urged that the McCarran-Walter Act be “revised and liberalized to 
reflect the democratic and humanitarian traditions of our country.” The 
resolution expressed confidence that “a fair and humanitarian immigra- 
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tion policy can be effected which would not undermine the employment 
opportunities of American workers.” 

In the two years since the merger, the AFL-CIO has worked for a 
liberalized immigration law. In the final days of the 1957 session of 
Congress, some limited progress was achieved. But basic immigration 
reform must await future action. 

At its June, 1956 meeting, the Executive Council endorsed the prin- 
ciple objectives of the Lehman bill. This measure would have increased 
the yearly total quota from approximately 150,000 to 250,000, and would 
substitute for the present national origins system an allocation of the 
new total on the basis of such relevant factors as family reunion, tech- 
nical and professional needs of America, refugee relief, and furtherance 
of American foreign policy. 

The Council recognized, however, that the Congress was not ready 
to enact such basic reform, and so it endorsed President Eisenhower’s 
compromise program as an interim measure. Principal provisions in 
this program were an increase in the quota to 220,000 and a limited 
amount of “pooling of unused quotas.” There were other minor changes 
of a liberalizing nature. 

But even this was too much for the Congress in 1956, primarily 
because of the “pooling” provision which was considered a first crack 
at the national origins system. On the very last day of the 1956 session, 
the Senate did pass a 13-point immigration bill with a very modified 
“pooling” provision in it. But House opposition to even this very modest 
provision prevented action in that body and the bill died for the 84th 
Congress. 


Effect Of Hungarian Revolt 


By the time the 85th Congress had convened, the Hungarian revolt 
had taken place and America had admitted more than 30,000 Hungarian 
refugees from Communist terror. This experience had dramatically 
demonstrated both the need for a liberal immigration policy and the 
inadequacy of our present law. The President again presented his 
program, to which now was added a provision for granting permanent 
status to the Hungarian parolees. 

Basic immigration reform, similar to the Lehman bill of the previous 
session, was covered in a bill introduced by Congressman Celler (D., 
N.Y.) and about 30 other House members. 

Again in 1957, however, the Congress was not prepared to go too 
far in liberalizing the immigration law on the books. But this time a 
“hardship” program did go through. Provisions for granting status to 
parolees and pooling of unused quotas were both deleted from the bills 
being promoted, but a bill based principally on proposals of Rep. Walter 
(D., Pa.) and Sen. Kennedy (D., Mass.) was finally enacted in the 
closing days of the session. (Public Law 85-316.) 

Although far from meeting its full cbjectives, the AFL-CIO endorsed 
the bill because it did bring needed relief in a number of vital areas. 
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Principal provisions of the bill follow: 

1. It grants, for a two year period and without limit on numbers, 
non-quota immigrant status to alien children under 14 years of age 
adopted by American citizens abroad or coming to the U. S. for adoption. 

2. It wipes out “mortgage quotas” which were imposed on countries 
under the Refugee Relief Act and other laws. 

3. It eases the fingerprinting requirements of the present law. 

4. It validates more than 18,000 visas left unused when the Refugee 
Relief program expired last December. 

5. It modifies present rules governing admission of illegitimate 
children, tubercular relatives of U. S. citizens, applicants for visas 
guilty of certain crimes and those who may have misrepresented nation- 
ality and place of birth. 


Juvenile Delinquency 


The AFL-CIO supported H.R. 652 and similar bills proposing legis- 
lation offering a constructive program for the solution of our growing 
problems of juvenile delinquency. 

The sponsors of these bills have provided for participation by private 
voluntary agencies. Our own AFL-CIO Community Services Commit- 
tees are an example of agencies familiar with the delinquency problems. 
In many communities, these agencies are the only instrument apart from 
the courts and the police which deal with delinquency. 

One of the major problems in planning a coordinated program will 
be to see that sufficient funds are made available to aid in the training 
of personnel. 

A Special Juvenile Delinquency subcommittee of the House Educa- 
tion and Labor Committee held hearings but made no recommendations 
to the full committee in the first session of the 85th Congress. 


Longshoremen and Harbor Workers’ 
Compensation Act 


The last session of the 84th Congress took a significant step forward 
in the vital areas of workmen’s compensation in its adoption of amend- 
ments to the Longshoremen and Harbor Workers’ Compensation Act. 
(Public Law 84-803) In addition to longshoremen, ship repairmen and 
harbor workers, the Act also covers private employees in the District of 
Columbia and employees of United States contractors outside the con- 
tinental United States. 

Perhaps the most important thing about the law, however, is that in 
effect it operates as a model law for the individual 48 states. 

Passage of the amendments resulted in an increase in the maximum 
level of weekly compensation payments to injured workers and their 
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beneficiaries being increased from $35 to $54, and the minimum from 
$12 to $18. The waiting period was reduced from seven to three days. 

The bill also increased the maximum compensation payable for all in- 
juries other than total disability or death from $10,000 and $11,000 to 
$17,280. The number of weeks of scheduled compensation when the 
disability consists of an anatomical loss was also increased. For example, 
prior law provided for 280 weeks’ compensation for the loss of an arm. 
This year it was increased to 312 weeks. Rehabilitation benefits were also 
increased. 

While the Act itself applies to a limited number of workers, it is 
important in its affect on the standards of state workmen’s compensa- 
tion laws. During the year 1957, several states acted to improve their 
benefits to bring them closer to those provided by the federal law. 


Maritime Affairs 


Efforts to Waive The 50-50 Act 


The 83rd Congress assured shipping in American Flag vessels of at 
least half the cargoes of American aid and rehabilitation agricultural 
products to foreign nations. The legislation had its beginning under the 
Marshall Plan and is designed to stimulate the United States Merchant 
Marine. 

The Department of State and the United States Maritime Admin- 
istration have worked diligently to avoid the provisions of the act, ac- 
cording to some observers. 

This year, representation was made to the Merchant Marine and 
Fisheries Committee on the desire to turn over a majority of the tonnage 
destined for Japan to Japanese vessels. There still appears to be lack of 
coordination among the several administering agencies, which lack was 
highlighted by the Committee some months ago. 

There was little indication this year of intention to renew agitation 
for support of H.R. 5734 of the 84th Congress, which Chairman Bonner 
wished to enact, on the grounds that it would minimize labor disputes 
in the maritime industry. 

Discussion of such legislation diminished after President Meany’s 
statement that the traditional policy of American Labor is that “the en- 
tire subject of collective bargaining should be left completely to the 
parties directly involved in order that they can negotiate freely across 
the bargaining table.” 


Minimum Wages 


See section, page 156. 
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Salute to Labor: Army units at Ft. Myer, Va., pass in review before 
Sec.-Treas. Schnitzler and army officials, in special tribute to men and 
women of organized labor. 


National Defense, Civil Defense and 
Veterans’ Problems 


During the past two years, the AFL-CIO has continued its support 
for a strong program of national and civil defense. Although changes in 
Soviet attitudes have at times indicated a willingness to meet the west 
in a more friendly atmosphere, each such protestation of friendship has 
subsequently been followed by a more hostile attitude on the part of the 
Soviets. In view of the record for broken pledges made by the Soviets, it 
is clear that a strong defense program is essential for the survival of 
the free world. 

A number of steps to reduce the level and effectiveness of the Armed 
Forces have been taken in recent months by the Administration, despite 
the Russian progress to perfect long-range missiles. These cuts appear 
to have been proposed in an effort to reduce federal spending, but 
certainly budgetary considerations should not govern decisions on such a 
vital question as the defense of the free world against enemy attack. 

We have been equally concerned about the lack of effectiveness in the 
nation’s civil defense program. Today, the civil defense effort has been 
floundering for lack of any clearcut pledge by the federal government to 
exercise even limited leadership in this field. At the present time, the 
state governments are left with primary responsibility for civil defense, 
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with the result that each state is free to operate in its own way. Nat- 
urally, the effectiveness of the program has been on a very low level, 
varying widely from state to state. 


The AFL-CIO has also been directly involved in government planning 
for full mobilization in the event of a national emergency. Through the 
National Labor-Management Manpower Policy Committee of the Office 
of Defense Mobilization, labor is represented at a high level of govern- 
ment planning. Committee members have gained security clearance in 
order to have access to classified material. In the past two years, the 
Committee has reviewed government plans for manpower planning in 
the event of full mobilization and has made a number of specific sug- 
gestions regarding the program. In general, the effect of the Commit- 
tee’s recommendations, with the approval of both labor and management, 
has been to propose a greater reliance on the voluntary action of in- 
dividuals and groups than the government’s plans allow, while at the 
same time recognizing the need for government leadership and certain 
governmental sanctions. 

Committee members and other union officials have also participated 
in the government’s annual exercise, “Operation Alert,” in which govern- 
ment’s plans for relocation and mobilization have been tested over a 
week’s period in response to a mock enemy attack on the U. S. 


The following sections summarize recent Congressional action in the 
field of national defense, civil defense, and veterans affairs. 


Selective Service 


The Administration’s cuts in the armed forces have been reflected in 
a relatively low level of draft calls. Consequently the possibility arises 
that the Administration will not seek renewal of the Selective Service 
law which expires in 1959. The AFL-CIO has supported the operation of 
the Selective Service program as the most democratic method of meet- 
ing the nation’s requirements for an adequate military service. 


Military Doctors and Dentists 


In 1955, the Congress enacted a two-year extension of the draft for 
doctors and dentists, providing bonuses from $100 to $250 a month for 
three-years’ service up to and including six years. 


This year, exemption was granted to such catagories if application 
is made for a reserve officer appointment. (Public Law 85-62) Further 
provision was made that medical, dental or allied specialist catagories 
can be drafted under age 35, unless one year of minimum active duty 
has been performed otker than their training period. 
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Servicemen's Survivor Benefits 


The system of benefits to survivors of servicemen and servicewomen 
through Veterans Administration payments has been improved and ex- 
tended. (Public Law 84-881) The changes are designed to make military 
service careers more attractive. The legislation and all cther bills in this 
field were examined closely by our Veterans Committee. 

Details of the provisions of this legislation, effective January 1, 1957, 
include all servicemen are placed under social security with part of the 
cost deducted from their pay. The $10,000 Government-paid life in- 
surance set up during the Korean War has been abolished. Payments to 
dependents of servicemen and servicewomen who died on active duty are 
increased. Widows previously receiving $87 for the service-connected 
death of husbands now receive $122 to $166 a month, depending upon 
rank. 


Medical Costs For Dependents 


Approximately 40 per cent of service families now are being aided 
in instances where they live too far from military facilities to benefit 
them. As space-permits service families will continue to be admitted 
to military hospitals and dispensaries. (Public Law 84-569) 


Military Reserves 


The Reserve Forces Act of 1955 established a new organization for 
the Armed Forces Reserves. Under its provisions the federal government, 
for the first time, allows young men to fulfill their military obligation by 
training for a six-month period, provided they then agree to participate 
in active reserve training for a period up to 7% years. 

Originally, this program was established only for young people under 
the age of 18% years. More recently, the terms of the program have 
been revised to cover those over 18% who are now allowed to enlist for a 
six-month training period providing they will accept a six-year military 
obligation in the Reserves or the National Guard. Under this program, 
there has been a sharp increase in the number of those seeking to en- 
list. 

The same 1955 law also provided for a special six-month training for 
skilled workers, scientists and technicians whose civilian job is of critical 
importance to the national economy. While the size of this program is 
small, with only 5,700 applications received by June 30, 1957, it has 
provided an important way for enabling scientists and other trained 
technicians to meet their military obligations in as short a time as pos- 
sible and thus to return quickly to their important civilian occupation. 
This program is being continued, except that the period of active duty 
is being reduced from six to three months. 
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Another undertaking provided for in the 1955 law has been the 
screening of individuals in the Ready Reserves. By the end of June 1957, 
the initial screening of the Ready Reserves had been completed, covering 
approximately 3.4 million officers and enlisted men. Of this number, ap- 
proximately 700,000 were transferred to the Standby or Retired Re- 
serve, another 700,000 were discharged, while the remainder have been 
retained in the Ready Reserve. Curtailed appropriations for the present 
fiscal year are causing the Department of the Army to compress the 
6-months reserve program into 3 months for a bare basic training period. 

The AFL-CIO has continued to watch very closely developments af- 
fecting the reserve forces to make certain that principles of equity are 
fully observed in the program, and that the reserve program does not 
become a pretext for introducing universal military training. 


UMT Commission Bows Out 


On June 30, 1957, the National Security Training Commission created 
by the Universal Military Training and Service Act of 1951, ceased to 
function and filed its final report to the President. “Today, the military 
reserve program is a success,” the Commission stated in announcing its 
mission had been accomplished. “We are well on the way to having the 
most effective reserve force in our history.” Some 2,500,000 ready re- 
servists, many in active drill-pay status, plus some 700,000 standby re- 
servists, are on call. 

There was no attempt this year in the Congress to put the provisions 
of UMT to which we have consistently objected into practice. 


Veterans: Discharges and Education 


Employment and Retention—Minor infractions, comparable in civilian 
life to misdemeanors, often become the basis for discharges from mili- 
tary service which later prove injurious in seeking employment or reten- 
tion on the job. The Defense Department appeals procedure has not been 
equipped by law, the Department has said, to modify the discharge pro- 
visions if, in its judgment, conditions later warrant. 

H.R. 1108 by Rep. Doyle was introduced to provide a compassionate 
factor based upon character, habits and general good conduct to modify 
injury from discharge less than honorable. We vigorously supported this 
bill as a minimum to meet the situation. 

The Defense Department gave scant support to the measure. A suc- 
cessor bill (H.R. 8772) to meet objections got quick endorsement and was 
passed in the House and is pending in the Senate Committee on Armed 
Services. Our Veterans Committee is in full support of H.R. 8772 which 
will remove some difficulties in hiring and retention of Veterans who did 
not receive honorable discharges. Review of discharges should be granted 
wherever justified. 
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Clarifying Job Rights—H.R. 6071 and H.R. 7608 would provide cer- 
tain new rights and clarify other rights under the Universal Military 
Training Act and the Armed Forces Reserve Act. These bills would ex- 
tend to National Guardsmen on three to six months’ active duty tours for 
training the same re-employment rights as already are given for active 
duty training for Ready Reserve members. 

Section 2 of the bills is similar to that in the Selective Service Act 
during World War II when re-employment rights were established and 
maintained. In World War I, it will be recalled, verbal promises that 
“your job will be waiting for you when you get back” seldom were ful- 
filled. Thus, this Section 2 feature would provide a morale stimulus and 
supply proper recognition for peacetime military service which can be- 
come active wartime service. 

We have worked closely with the Bureau of Veterans Reemployment 
Rights (Labor Department), the Civil Service Commission and the De- 
partment of Defense in promoting this legislation. Section 4 of these 
bills would clarify the rights of Government employes and equalize these 
with the rights of employes in industry and business, thus insuring that 
a person will be returned to employment at the point he would have 
arrived had he remained actively on the job and not been absent on mili- 
tary service. 

Education and Training Benefits—S. 166 emerged as a composite bill 
upon which hearings were held by the Senate Committee on Labor and 
Public Welfare to restore educational and vocational training benefits to 
World War II and Korean War veterans whose rights thereto have been 
denied by reason of improper discharge where such discharge sub- 
sequently is corrected or modified by competent authority. The Senate 
passed S. 166 which revises the provisions of the Servicemen’s Readjust- 
ment Act of 1944, as amended. H.R. 5930 providing educational benefits 
to totally disabled veterans was reported by the House Committee. 

Veterans Service-Connected Disabilities—Rates of compensation and 
increased dependency allowances were granted. (Public Law 85-168) 
Certain criteria for determining eligibility of veterans’ widows for bene- 
fits were liberalized. (Public Law 85-209) 

Scholarship for Veterans’ Children—We supported S. 727 to provide 
funds derived from the Trading With The Enemy Act as a source for 
scholarships and fellowships for children of veterans. This bill would 
set aside $100 million, proceeds from which would be available to the 
Secretary of the Treasury for investment in interest bearing securities 
of the United States, the income from which would establish the Vet- 
erans’ Children Scholarship Fund administered by the National Science 
Foundation. The source for the $100 million would be derived from assets 
held by the Attorney General from properties seized from former enemy 
aliens during World War II and still vested in the Federal Government. 

We proposed that the base of the scholarship fund be broadened to in- 
clude fields other than scientific interests. 
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Civil Defense Legislation 


The House passed H.R. 7576, successor to H.R. 4910 and H.R. 4911, 
amending the basic Federal Civil Defense Act of 1950. 

The bill, among other features, provides that wherever construction 
is involved and includes federal spending that “all laborers and 
mechanics employed by contractors or subcontractors be paid wages at 
rates not less than those prevailing on similar construction in the locality 
as determined by the Secretary of Labor in accordance with the Davis- 
Bacon Act, as amended.” 

The bill further stipulates that “every such employe shall receive 
compensation at a rate not less than one and one-half times his basic 
rate of pay for all hours worked in any workweek in excess of eight 
hours in any workday or forty hours in the workweek, as the case may 
be.” 

This is the first time where proposed legislation involving a basic 
labor wage and hour principle has been approved on the Administrative 
side from beginning to end, originating in the FCDA, endorsed by the 
Bureau of the Budget, cleared by the Cabinet, approved by the House 
Committee and passed by the House. 

H.R. 7576 also clarified for the first time the responsibilities of the 
federal government and state and local governments in the following 
language: 

“It is further declared to be the policy and intent of the 
Congress that the responsibility for civil defense shall be 
vested jointly in the federal government and the several 
states and their political subdivisions. The federal govern- 
ment shall provide necessary direction, coordination, and 
guidance; shall be responsible for the operation of the 
Federal Civil Defense Administration as set forth in this 
Act; and shall provide necessary assistance as herein au- 
thorized.” 

This change in the direction of giving the federal government more 
clearcut authority in the field of civil defense was supported by the AFL- 
CIO, Senate approval remains to be had. 

Holifield Subcommittee Hearing—We endorsed the purposes of H.R. 
2125 as proposing more far-reaching changes than H.R. 7576 in civil de- 
fense functions of the Federal Government and clarifying the roles to be 
played by the United States and by the respective states. We presented 
our civil defense program as enunciated at the first convention of the 
AFL-CIO and as set forth in resolution form. We further said we were 
not satisfied with the progress this Nation has made with regard to 
civil defense preparations and that we believe the Federal Government 
should take the lead in initiative and coordination. 

This bill may receive further attention in 1958 and be reported to 
the full House membership. 

Civil Defense Appropriations—As in former years, we have actively 
shared in efforts to get appropriations sufficient for the operations of the 
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Federal Civil Defense Administration. The economy campaign inspired 
by the U.S. Chamber of Commerce and National Association of Manu- 
facturers this year against essential federal services had an impact upon 
the willingness of the Congress to adhere to the proposals in the budget 
for fiscal 1958. Funds for FCDA were no exception. 

Despite the organized barrage of opponents to Federal civil defense, 
we succeeded in obtaining $17 million for operational expenses; $3,300,- 
000 for necessary warehousing and maintenance of reserve stocks of 
emergency civil defense materials; $2 million to develop measures and 
plans for evacuation, shelter and the protection of life and property; and 
$17 million for contributions to the states to be equally matched with 
state funds; for a total of $39,300,000. 

We explained ‘to the Congress our disappointment because of the de- 
gree of readiness achieved by the civil defense organization and because 
of cumbersome administrative machinery written into the creating act. 
We maintained that our military service and civil defense complement 
each other and that training of leaders and of volunteers is important 
but we must put into their hands the needed tools if we are to continue 
in a logical and orderly fashion. 

These tools include provision for manpower, training, equipment and 
operational sufficiency. 


Natural Resources and Conservation 


Hells Canyon 


The AFL-CIO supported construction of a multi-purpose federal 
high dam at Hells Canyon on the Snake River between Idaho and 
Oregon. Objectives of the comprehensive plane were flood control, power, 
navigation, recreation facilities, irrigation of new land and protection of 
fish and wildlife. 

Many indirect benefits such as the saving of lives and property from 
floods, contribution to national security, stimulation and stabilization 
of employment and business, improvements in standards of living and 
growth of the economy of the Pacific Northwest region are added incen- 
tives for the Hell’s Canyon project. 

In 1956, after a hard-fought battle in which the Administration 
spared no effort to block the authorization for a federal Hells Canyon 
dam, the bill was defeated, 41 to 51. 

In 1957, another attempt was made to pass the bill. The Adminis- 
tration’s opposition was again expressed. But another factor was intro- 
duced when it was disclosed that the Idaho Power Company had received 
a rapid tax write-off certificate to help finance three low dams. The 
Senate voted amid a storm of controversy, and the bill S. 555 (Morse) 
was passed, 45 to 38. 
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Uncle Sam’s Resources: TVA’s Watts Bar Dam is symbol of adequate 
harnessing of river waterways for power and flood control. 


This victory in the Senate was short lived as the House Interior 
Committee defeated the Pfost bill (H.R. 5) by a 16-14 vote. The 14 
Republicans on the committee picked up support from 2 Democrats in 
killing the measure. 

In a conscience-saving move, however, the House Interior Committee 
voted 19-2 to set aside until February 1, 1958 further consideration of 
the Senate version of the bill. 

Hells Canyon is the key issue in the fight between full and partial 
river resource development. 


TVA 


The area served by the Tennessee Valley Authority faces a dire 
emergency. Unless additional power facilities are built, according to 
Senator Kefauver, the area could expect by the fall and winter of 
1959 brownouts and power shortages. To alleviate the problem, Sen. 
Kerr along with other Senators sponsored a bill (S. 1869) which would 
grant authority to the TVA to embark on an expansion program through 
the issuance of $750 million in bonds. 

The self-financing bill passed the Senate on August 9, 1957 by a 
vote of 61 to 20. 

The key vote which would have killed the purpose of the bill and 
placed TVA under the Government Corporations Control Act came on 
an amendment to the bill by Sen. Saltonstall. The amendment lost, 
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The House Public Works Committee reported out a companion bill 
(H.R. 4266) sponsored by Reps. Jones and Davis. Full House action is 
expected during the second session. 

On another front foes of TVA received a setback in the House when 
an attempt to cut approximately $10 million from TVA appropriations 
met defeat. The amendment offered by Representative Taber would 
have denied funds for continuing construction on the Wilson lock and 
on generators scheduled for completion this year. 

On a teller vote the amendment lost 155 to 99. 

The following day a motion to recommit the appropriations bill with 
instructions to cut about $10 million from TVA funds was rejected by 
a roll call vote of 158-244. 


Niagara 


A compromise bill authorizing the New York State Power Authority 
to proceed with construction of a $600 million hydro-electric power proj- 
ect on the Niagara River was signed by Pres. Eisenhower on August 
21,1957. (Public Law 85-159.) 

An emergency shortage of power created by a rockslide that destroyed 
the Schoellkopf power plant in the Niagara gorge on June 7, 1956 led 
to the compromise. Until then private power interests had been fight- 
ing any firm preference clause which would reserve power for municipal 
distribution systems, cooperatives and other public bodies. 

The approved measure provides that half of the power output would 
go to private utilities and the other half to the public bodies. 

Up to 20 percent of the public preference power or 10 percent of 
the total could go to the neighboring states of Ohio and Pennsylvania. 

The House of Representatives on August 1, 1957 passed the Buckley 
bill (H.R. 8643) by a vote of 313-75. 

On August 12, 1957 the Senate by a voice vote passed the House 
bill. An amendment by Senators Clark (D. Pa.) and Lausche (D. 0.) to 
increase by 10 percent the amount of total power for preference cus- 
tomers in Pennslyvania and Ohio was defeated, as were several other 
amendments to (a) increase the transmission distance, and (b) to add 
5 percent to the amount of preference power for Pennsylvania and Ohio. 


Natural Gas 


The highly controversial. proposals to exempt natural gas producers 
from federal regulation continued to bounce in and out of the legislative 
chambers during the second session of the 84th and the first session of 
the 85th Congress. 

Amid an atmosphere of high pressure lobbying tactics and allegations 
of bribery offers, Pres. Eisenhower vetoed the natural gas bill which had 


263 


| 
| 
J 
l 
1 
] 
f 
B 
) 
f 
, 
1 
a 
1 
XUM ; 


passed the Senate on February 6, 1956 by a 53-38 vote. The President 
did, however, open the door for a similar bill to be offered at a later 
date when in his veto message he expressed accord with the basic objec- 
tives of the measure and a need for this type of legislation. 

Early in 1957 a new bill which would eliminate all effective control 
of the price of natural gas at the wellhead found its way into the “Con- 
gressional hopper.” It was estimated that the effect of this legislation 
would be to increase the average gas bill to consumers by as much as 
$40 per year. It is quite obvious that the higher price of the fuel at 
the wellhead would ultimately be passed on to the consumer who usually 
has a substantial investment in gas heating, cooking and refrigeration 
appliances. It, also, follows that an increase in the cost of gas would 
tend to raise the price of other fuels. 

The consumers, however, were given a respite during the first session 
of the 85th Congress, when the leadership of the House temporarily 
postponed action on the Harris-O’Hara natural gas bill, H.R. 8525. No 
action was taken on the measure after it had cleared the House Inter- 
state and Foreign Commerce Committee on July 9 by a 15-13 vote and 
the Rules Committee on July 31 by a 7-5 vote. 

An informal poll of the House members indicated insufficient support 
for the measure. Undoubtedly, proponents are making every effort to 
pass the bill in 1958. 


Flood Insurance 


In line with the mandate of the first AFL-CIO Constitutional Con- 
vention to work for legislation to provide Federal flood insurance, we 
set out this year to obtain the funds necessary to inaugurate the pro- 
gram which was established in 1956. 

Insurance against floods and tidal waves not offered by commercial 
companies would be available through the government-encouraged pro- 
gram. Floods in six Northeastern states alone in one year brought 
damage estimated at nearly $2 billion, 98 percent of which was unin- 
sured. More than 100 Congressional Districts are subject to flood damage 
in some degree. This fact resulted in more than 40 House members and 
33 Senators offering bills on the subject. 

We had asked the Congress to apply the program as broadly as 
possible wherever coverage could not be had through normal insurance 
risk. (Public Law 84-1016.) 

The program was to start with $2.5 billion Federal loan maximum 
which could be increased administratively by $500 million at an interest 
rate of 4 percent. A limit of $250,000 for public property and $10,000 
for a home was prescribed, with premiums ranging from approximately 
$69 to $372. The federal government in the inaugural five-year program 
would have taken over and paid 40 percent of the premiums for the 
first three years, the government re-insuring policies issued by private 
companies. 
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The Senate approved the bill, 61-7. House passage on a voice vote 
came after a last ditch effort by two members to recommit the bill. 

In signing the bill, the President described the law as opening the 
way “to a new field of protection for our homes and our business and 
community properties against one of the most serious exposures to loss 
that we face today.” 

After elimination of administrative funds from the appropriations 
bill for 1958, a final effort was made after inclusion of $14 million by 
the Senate in the Third Supplemental bill to save the program from 
destruction. The “economy bloc” in the House defeated this item, 186- 
218, with Representatives Boland and Booling leading the proponents 
with full AFL-CIO support. The flood insurance funds were caught up 
in a tangle with monies with which to stockpile tungsten, thus com- 
pletely killing the program. 


Stream Pollution 


We worked for the enactment in 1956 of a bill to provide, for the 
first time, a strengthened federally coordinated attack upon water pollu- 
tion. (Public Law 84-660.) The full strength of outright opposition 
from powerful forces in industry and the Administration were turned 
against the legislation with the deadline approaching for expiration of 
the Water Pollution Control Act of 1948. 

The Senate passed a weak bill, unacceptable to the House Public 
Works Committee. 

Rep. Blatnik, (D. Minn.), the sub-committee chairman, beat down 
both open and concealed opposition and brought the fight into the open 
with the aid of the AFL-CIO and various other groups. The House by 
a 338-31 vote passed the bill in final form, but only after two moves, 
one to eliminate the financing provisions which lost, 112-118, and the 
other on recommittal which lost, 165-213. 

Water pollution as a national problem, involves dumping of sewage, 
often untreated, with no local control of interstate problems. 

We succeeded in getting $50 million for the current fiscal year 
appropriated to carry out the program. 


Watershed Protection 


The Senate Committee on Interior and Insular Affairs and Commit- 
tee on Public Works jointly reported S. Res. 148 to encourage the com- 
prehensive conservation, development and utilization of land and water 
resources. 

This legislation represents combined efforts to draw together the 
energies of a number of federal agencies to administer the sense of 
the resolution, which is a restatement of S. Res. 281 of the preceding 
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Congress. Under S. Res. 148, guides are improved for evaluation of 
land and water resource projects. The Committee would be better 
informed by this reported measure on data supporting project author- 
izations to include complete description of projects and estimated eco- 
nomic life of larger project facilities. 


160-Acre Exception 


In the foreseeable future, the long-standing problem of water distri- 
bution and reclamation rehabilitation projects will have to conform to 
the national pattern instead of continually resorting to expedient on 
legislation affecting the smaller localities. 

This became clearly evident in the consideration of S. 2120 in the 
Senate, dealing with the Mercedes-Texas division of the Rio Grande 
region, where language was inserted on the floor limiting applicability 
of the legislation to lands “in this project’? which now have an irriga- 
tion water supply from sources other than a federal reclamation proj- 
ect and for which no new waters are being developed. 

Inclusion of the phrase “in this project” prevents the pattern from 
being extended to other areas where guide posts are sorely needed. 

The hope now is that the House Committee on Interior and Insular 
Affairs will provide the design for future reference and for localities 
where help is needed, and as a model for future legislation where no 
relaxation of basic provisions is to be made applicable. 


Water and Forest Compacts 


S$.1190 would authorize Federal purchase of state and municipal 
revenue bonds to develop facilities for domestic, industrial and munic- 
ipal transport of water, under the auspices of the Department of the 
Army. Such purchases would be limited to $250 million in any fiscal 
year and to $5 million or one-third of the total development costs for 
facilities issued by any one local governmental unit aside from state 
governments. 

The 84th Congress authorized $27 million in each of the 1958 and 
1959 fiscal years for forest development roads and trails. (Public Law 
84-627.) It also authorizes $30 million for each of 1958 and 1959 fiscal 
years for forest highways, the same to be derived from the Highway 
Trust Fund. 

Another law also provides for purchase of 15,000 additional acres 
within the roadless area of superior National Forest, Minnesota, to 
consolidate and preserve its unique wilderness qualities. 

Still another broadens the authority of the Secretary of Agriculture 
to issue permits for use and occupancy of national forest land, not to 
exceed 30 years by expanding the acreage from 5 to 80 for these 
purposes. 


266 


_ a oe oe 


aN SS S| FF 


~~ aS 


wew WS 


XUM 


Hotel and resort construction and maintenance necessary to recrea- 
tion, public convenience or safety; buildings and facilities and industrial 
or commercial purposes when related to other uses in the national 
forests; building, structures or facilities desirable for education or other 
public use will be afforded. 

The Congress granted Congressional consent to a Mid-Atlantic Forest 
Fire Protection Compact (Delaware, Maryland, New Jersey, Pennsyl- 
vania, Virginia and West Virginia), similar to Northeast, Southeast and 
South Central states compacts previously approved. (Public Law 84- 
790.) 

Also authorized was land purchase within the Cache National Forest, 
Utah, to facilitate soil erosion and flood damage control, to be on a 
matching funds basis. 

8.413 as passed in the Senate provides for transfer of title to irriga- 
tion distribution systems constructed under federal laws to facilitate 
service to local water users’ organizations. 


Pay Television 


Applications for licenses for pay television remain pending before 
the Federal Communications Commission. There have been indications 
the FCC will grant some experimental licenses. 

The AFL-CIO, in a wire from President Meany (April 23, 1957) to 
the FCC, expressed itself as being “clearly on record against pay 
television”—saying “the granting of licenses for this purpose would 
be against the Public interest and greatly curtail the use of the valuable 
medium of TV.” The FCC was urged to deny the applications now 
pending. 

Various members of the Congress are expected to introduce legisla- 
tion to block any further action by the FCC. 


Railroad Regulations 


Brake Inspection—S. 1386 (H.R. 5124) won Senate approval late in 
the session to require the railroad industry to comply with its own 
standards for assuring adequate test and inspection of power brakes as 
laid down by the Association of American Railroads. 

There is a potential hazard in possible failure of the airflow to power 
brakes to control adequately the movement of trains. The coupling of 
cars in trains of longer lengths than ever dramatizes the vital necessity 
for brakes to be thoroughly adjusted and inspected. Members in the 
operating branch are properly concerned over what can happen and 
what does happen through brake failure. 

Greater Occupational Safety—More frequent locomotive inspection 
is recognized as a prime requisite for the public welfare as well as 
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for that of the men employed in the industry. We supported the pur- 
poses of H.R. 5330 (S. 1462) along with the efforts of the Brotherhood 
of Locomotive Firemen and Enginemen, looking to maximum security 
under the new Diesel motor power age. No action has been taken. 


Safety Legislation 


Industrial Safety—Congress failed to meet the need to establish a 
federal policy of encouraging industrial safety. In order to help cut 
down the tremendous human suffering and loss of production caused 
by industrial accidents, a bill, S. 815, was introduced with the support 
of the Administration which would provide some assistance to states in 
their efforts to promote and maintain safe workplaces and practices in 
industry. No action was taken on the measure. 

Mine Safety—A subcommittee of the House Labor Committee con- 
ducted hearings on bills, H.R. 3394 and H.R. 3639, to set federal mine 
safety standards and provide for inspection in metallic and non-metallic 
(except coal mines and quarries. The hearings were suspended, with 
further action postponed until 1958. 


Social Security 
See section, page 186. 


Taft-Hartley 


See section, page 227. 


Taxation 
See section, page 145. 


Trades and Tariffs 
See section, page 184. 


Veterans 
See section, page 255. 


Walsh-Healey 


See section, page 159. 
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Women Workers 
Equal Pay Bill 


At its June 1956 meeting, the AFL-CIO Executive Council endorsed 
the principle of federal equal pay legislation. It called for proper safe- 
guards to avoid interference with collective bargaining agreements. 
The Council specifically endorsed the definition of equal pay contained in 
bills submitted in the 84th Congress by Reps. Green of Oregon and 
Roosevelt of California, the key section of which reads as follows: 


“No employer .. . shall discriminate between employees 
on the basis of sex by paying wages to any employee at 
a rate less than the rate at which he pays wages to 
employees of the opposite sex for work of comparable charac- 
ter on jobs the performance of which requires comparable 
skills, except where such payment is made pursuant to a 
seniority or merit increase system which does not discrimi- 
nate on the basis of sex.” 


During the first session of the 85th Congress, several acceptable 
bills were introduced on equal pay legislation, incorporating the sub- 
stance of the definition quoted above. 

The Department of Labor would be vested with sufficient authority 
to conduct investigations and subpoena powers for fact-finding. The 
Secretary would be authorized to supervise payment of amounts “for 
which any employer has been finally determined to be liable” under 
an order for payment. Government contracts are included in the pro- 
posed legislation. 

Due in large measure to the press of legislation which the Labor 
Committees deemed to have priority, the Congress this year failed to 
turn its attention to this important matter. 


Equal Rights Amendment 


In the closing days of the first Session of the 85th Congress, the 
Senate Judiciary Committee reported out favorably the so-called Equal 
Rights Amendment which has come before the Congress from time to 
time. 

The AFL-CIO opposes this amendment in the form approved by 
the Committee, because, as the merger convention resolution stated, it 
would “place in jeopardy all the many state laws which now offer pro- 
tection to women against substandard wages, hours, and working’ con- 
ditions.” Although many of the Amendment’s backers are sincerely 
interested in furthering equal status for women, some of its principal 
backers see in the Amendment an opportunity to wipe out beneficial 
labor and social legislation. 
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In a communication to the members of the Congress, the AFL-CIO 
Legislative Department pointed out that the Amendment would put in 
jeopardy the action of the 84th Congress in lowering the retirement age 
for women from 65 to 62. 

In 1958, the Senate adopted an equal rights amendment but only 
after having adding to it an amendment by Senator Hayden (D., Ariz.) 
which made it clear that the constitutional amendment “shall not be 
construed to impair any rights, benefits or exemptions now or hereafter 
conferred by law upon persons of the female sex.” The AFL-CIO has 
urged Congress to vote down any proposal which does not, at the very 
least, contain the Hayden safeguard. 

In preferenec to an equal rights amendment, even with a Hayden 
amendment included, the AFL-CIO urges positive legislation to protect 
the status of women. such as the Equal Pay bill discussed above. 
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State legislatures met in 1956 in the states of Alabama, Arizona, 
California, Colorado, Kentucky, Louisiana, Maryland, Massachusetts, 
Michigan, Mississippi, New Jersey, New York, Pennsylvania, Rhode 
Island, South Carolina and Virginia. 

Some valuable gains were made in workmen’s compensation and un- 
employment compensation legislation. However, practically all state 
laws in these fields need further improvement before they meet our sug- 
gestions for minimum standards. 

All state legislatures, with the exception of Kentucky, Mississippi 
and Virginia, met in 1957. 5 


“Right-to-Work" Laws 


One “right-to-work” law was repealed in Louisiana in 1956 by a vote 
of 21 to 18 in the Senate, and by a vote of 57 to 44 in the House. How- 
ever, a “right-to-work” law was enacted in this state to include agri- 
cultural workers and workers in the sugar processing industry. 

The overwhelming defeat of a “right-to-work” referendum in the 
1956 election—sponsored by Job Research, Inc.—in the state of Wash- 
ington by a margin of 596,075 to 273,402 votes, a majority of more than 
two to one, was one of labor’s greatest victories. 

In 1957, a “right-to-work” law was passed in the state of Indiana 
by a vote of 54-42 in the House and a vote of 27-33 in the Senate. As 
the record now stands, there are eighteen states having such laws-— 
Alabama, Arizona, Arkansas, Florida, Georgia, Indiana, Iowa, Missis- 
sippi, Nebraska, Nevada, North Carolina, North Dakota, South Carolina, 
South Dakota, Tennessee, Texas, Utah and Virginia. 

In addition to the above actions taken in Indiana, Louisiana and 
Washington, the following actions have been taken in the states listed 
below: 


Alabama The repealer bill which died in committee in the 1956 
session was again introduced in the 1957 session but 
never came up for action. 
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California 


Colorado 
Connecticut 


Delaware 


Idaho 


Illinois 
Towa 


Kansas 


Louisiana 


Maryland 


Montana 


Nebraska 
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The state-wide “right-to-work” measure introduced in 
1957 was killed in committee. “Right-to-work” ordi- 
nances in San Benito, Tehama and Palm Springs coun- 
ties were declared unconstitutional. An ordinance out- 
lawing the union shop by a 4-1 count was passed in 
Trinity County. Petitions have been circulated in Car- 
mel County advocating a city ordinance which would 
ban the union shop. 


A “right-to-work” rider to a civil rights bill was de- 
feated by a vote of 18-13 in the Senate. 


A “right-to-work” bill was voted down on the floor by 
a vote of 150-88. 


Bills died in committee. 


A “right-to-work” bill was passed by the House by a 
vote of 33-26 but was defeated in the Senate by a vote 
of 24-20 in the 1957 session. However, a House Joint 
Resolution was introduced to put a “right-to-work” 
referendum on the ballot next year as a constitutional 
amendment. No action was taken. The “Freedom-to- 
Work” Committee in this state is most actively at- 
tempting at the present time a vigorous drive to force 
such a referendum in the next year. 


The “right-to-work” bill introduced in the 1957 session 
was killed. 


A repealer bill introduced in the 1957 session was held 
in House Committee. 


In the 1957 session, the Senate, by a vote of 30-10, ap- 
proved a resolution putting the “wreck” referendum 
before the general public in the 1958 elections. 


In the 1957 session, the Senate voted down by a de- 
cisive 25 to 8 margin an effort to restore the law re- 
pealed last year. 


Bill died in committee as 1957 legislature adjourned. 


A “right-to-work” initiative was attempted in the 1956 
session but was unsuccessful because of insufficient 
number of signatures. No legislation was introduced in 
1957. 


A constitutional amendment for the repeal of the law 
was killed in committee in the 1957 session. 
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Indiana workers voice opposition to state “right-to-work” law which bans 
union security contracts. 


Nevada A repeal measure of the existing law was introduced in 
the 1957 session but failed to pass. 


New Mexico A bill introduced in the 1957 session was killed. 


North Carolina No effort was made to amend or repeal the existing law 
in the 1957 session because of the anti-union attitude of 
the legislature. 


North Dakota A repealer bill introduced in the 1957 session was killed 
in the Senate; the House took no action. 


Ohio The “right-to-work” bill introduced in the 1957 session 
was defeated. A committee has been formed called the 
Ohio Labor Committee for the Right-to-Work, Inc., to 
work for passage of a law by the 1959 legislature. 


Oregon A bill to regulate the affairs of labor unions was tabled 
by the committee in the 1957 session. 


Pennsylvania Four anti-union bills under the guise of protecting the 
rights of union members were introduced in the 1957 
session but were defeated. 


Utah A repealer measure introduced in the 1957 session died 
in committee. 


Wyoming A “right-to-work” rider on a civil rights bill was de- 
feated in both Houses in the 1957 session. 
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Anti-Picketing Legislation 


Arizona 


Arkansas 


Illinois 


Minnesota 


Nebraska 


New Mezico 


Oregon 


Tennessee 


Utah 


The Supreme Court ruled in 1957 that Arizona’s law 
was unconstitutional. 


An anti-picketing bill was killed in committee in the 
1957 session. 


An anti-picketing bill was defeated by a vote of 104-64 
in the 1957 session. 


A bill was introduced in the Senate in the 1957 session 
but did not secure a hearing. 


A bill to provide that any person, corporation or labor 
union would be liable for triple damages upon the 
violation of the present law was killed in committee 
during the 1957 session. 


A bill was killed in the 1957 session. 


A bill to repeal the present law defeated by a vote of 
16-14 in the 1957 session. 


The anti-picketing bill introduced in the 1957 session 
died in the Steering Committee. 


Two bills were introduced in the 1957 session; one per- 
taining to secret ballot of employees on strike and the 
other changing the terminology of labor disputes. Both 
bills died in committee. 


Political Campaign Legislation 


Towa 


Kansas 
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A political campaign bill passed the House in the 1957 
session. Supporters were unable to get this bill through 
the Senate in the face of a veto by the Governor. 
J. Res. No. 23 was proposed, to set up a joint commit- 
tee composed of four Senators and four Representatives 
appointed by the Speaker of the House to investigate 
political parties and committees, such as COPE, for the 
purpose of trying to embarrass organized labor. 


A bill to prohibit unions or their officers from contrib- 
uting to political candidates and to prohibit them from 
transporting voters to registration places or to the 
polls, was killed in committee in the 1957 session. 
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Ohio 


Wisconsin 


Kentucky 


Arkansas 


Connecticut 


North Carolina 


South Carolina 


A political gag bill was defeated in the 1957 session. 


In the 1957 session, two bills were introduced to repeal 
the “Catlin Act,” which prohibits labor unions or offi- 
cials from making political campaign contributions on 
the state level. Hearings were held on both bills. The 
Senate bill was killed by a vote of 19 to 14 and the 
House bill was indefinitely postponed by a vote of 47 
to 36. 


Licensing Legislation 


The Federal District Court of Western Kentucky ruled 
invalid and unconstitutional a town ordinance at Rus- 
sellville which made it unlawful to organize or solicit 
members for a union without first obtaining a town 
license. Failure to do so was punishable by fine and 
jail sentence. The court permanently enjoins enforce- 
ment of the ordinance. 


Other Restrictive Measures 


Ordinance No. 324 was passed by the city council of 
Osceola in the 1957 session, defining labor organizers, 
providing conditions for conducting business, describ- 
ing penalties for violations of conditions, and for other 


purposes. 


An act to provide for the filing of financial reports of 
labor unions was enacted into law in the 1957 session. 


In the 1957 session, a law applying to one county, re- 
quiring any organization that collects dues to register 
with the clerk of the Superior Court before soliciting 
members in that particular county, was passed. 


Six laws were passed in the 1957 session, each applica- 
ble to a particular county, requiring officers or paid 
employees of unions and other organizations that col- 
lect dues to obtain permits from county officials before 
soliciting members within that county. The laws pro- 
vide that permits shall be effective for 60 days and 
may be refused in the discretion of the issuing officers 
for “any just reason and for the peace and good order 
of the citizens” or “for any good and sufficient cause.” 
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Disputes and Arbitration 


A Maryland law passed in 1956 provides a procedure for settling 
disputes in public utilities (not including railroads), including authority 
for government seizure and compulsory arbitration after seizure. 


Older Workers 


Rhode Island enacted a law in the 1956 session prohibiting discrim- 
ination in employment against persons between 45 and 65 because of 
age. The Director of Labor was empowered to investigate any unlawful 
practice by conciliation, and if this fails, to issue a cease and desist 
order. 

Similar bans on discrimination because of age, and enforcement 
procedures, are in effect in Massachusetts and Pennsylvania, where 
the provisions are incorporated into the State Fair Employment Prac- 
tice Acts. 

The Pennsylvania Fair Employment Practice Law was amended 
in 1956 (by the 1955 regular session which extended into 1956) to 
permit inquiries concerning age of applicants or employees and to 
permit the operation of bona fide retirement, pension, or employee 
insurance plans without hindrance because of the age provision. 

In New York during the 1956 session, an appropriation of $85,000 
was made to continue the Labor Department’s service in special employ- 
ment counseling to persons over 45. 


Anti-Discrimination Laws 


Amendments were enacted in the 1956 session to the Fair Employ- 
ment Practices Acts in Massachusetts, Michigan and New York. 


The Massachusetts amendment transferred the administration of 
its Fair Educational Practice Act from the department of education 
to the Massachusetts Commission Against Discrimination as a means 
to coordinating all discrimination matters in one state agency. 

The Michigan amendment improved in three respects the law 
against discrimination in places of public accommodation as follows: 

(1) Extends definition to include motels and government housing. 

(2) Increases minimum fine possible from $25 to $100 in criminal 

proceedings. (The provision of the present law authorizes 
treble damages to the injured party in addition to criminal 
punishment remains unchanged.) 

(3) Provides an additional sanction for violation of state civil 
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rights law. It authorizes the court when imposing a penalty 
on a violator to suspend or revoke the state or municipal 
license by virtue of which the violator is operating. 


The New York amendment extended the jurisdiction of the State 
Commission Against Discrimination to include complaints charging 
discrimination in housing covered by government mortgage insurance 
(FHA housing). 

A 1955 statute had extended the jurisdiction of the State Commis- 
sion Against Discrimination—limited until then to handling of com- 
plaints charging discrimination in employment and in places of public 
accommodations—to complaints of discrimination in publicly assisted 
housing. However, the statute failed to specify that “| applied also to 
housing covered by government mortgage insurance (FHA financed 
housing). This omission was rectified by the recently-enacted law. 

As of this year, there are now 13 states and Alaska that have 
mandatory Fair Employment Practices Acts—Colorado, Connecticut, 
Massachusetts, Michigan, Minnesota, New Jersey, New Mexico, New 
York, Oregon, Pennsylvania, Rhode Island, Washington and Wisconsin. 

This session, Alaska made its act applicable without regard to the 
number of employees; formerly it exempted employers having less than 
ten employees. 

Colorado’s mandatory act applying to private, as well as public 
employers now applies to all employers of six or more, except religious 
organizations and to all occupations except domestic service. The law 
is to be administered by the Colorado Anti-Discrimination Commission 
established by the act. 

The Wisconsin law was changed this year from a voluntary to a 
mandatory law. 


State Health and Safety Laws 


Several States passed laws which reflect the current interest in 
nuclear energy and radiation hazards. Three states—Arkansas, Florida 
and Tennessee—passed laws relating to atomic energy development 
which may also affect the regulation of working conditions where 
there are radiation hazards. 

The Arkansas law directs various state departments and agencies 
to study the need for changes in the laws and regulations administered 
by them, including study by the Department of Labor as to hazardous 
working conditions and by the Workmen’s Compensation Commission 
as to claims and benefits for injuries. The Tennessee law authorizes 
the governor to call upon the agencies for such studies. 

Both laws provide for coordination of such studies and other activi- 
ties, the Arkansas law through a Coordinator of Atomic Development 
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Little Rock’s Central High School: Symbol of a civil rights problem. 
Mob agitation injured U. S. reputation throughout the world. 


Activities who may be appointed by the Governor, and the Tennessee 
law through an Advisory Committee on Atomic Energy which may be 
appointed by the Governor. Both laws prohibit the manufacture or 
use of nuclear materials or facilities without a license from the U. S. 
Atomic Energy Commission “if . . . the Commission requires a license 
. . . to be obtained by persons proposing to engage in activities of the 
same type over which it has jurisdiction.” 


Florida established a Nuclear Development Commission of nine 
members, to coordinate state and local activities, further commercial 
use of nuclear energy, advise the governor, and work with other groups 
on the problems of regulation, insurance, safety and public health in 
this field. 


Connecticut and South Dakota gave the state Department of Health 
rule-making authority for protection against radiation hazards. Illinois 
and North Dakota provided that all radiation machines or installations 
be registered with the Department of Public Health. 


California specified that the industrial hazards against which 
employers are required to furnish safeguards shall include potentially 
harmful exposure to ionizing radiation or radioactive materials. 


Other laws on occupational health and safety include an Alaska 
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law transferring general safety rule-making authority from the Com- 
missioner of Labor to the executive board of the Alaska Safety Council, 
and authority concerning boiler safety from the Commissioner and the 
Board of Boiler Rules. 


A Minnesota law requires labeling of injurious substances in products 
manufactured or sold for use in waterproofing or curing cement. 


A New York law raised standards of hours and shifts for employees 
working under compressed air, and empowered the Board of Standards 
and Appeals to fix higher standards and to issue rules for decompres- 
sion. 


Texas set up a special commission to study occupational injuries 
in the state and to suggest ways of improving the state’s functions in 
the field of occupational safety. 


Ohio requested the Legislative Service Commission to study the 
possibility of simplifying the State’s law concerning industrial safety 
and hygiene and consolidating their administration into a single opera- 
tion. 

Pennsylvania provided regulations for the use of explosives in 
certain blasting operations, and required examination and licensing of 
persons engaged in detonating such explosives, under supervision of 
the Department of Labor and Industry. 

Florida amended its workmen’s compensation law to provide benefits 
(reduced by 25%) when an employee is injured through his willful 
refusal to use a safety device or observe a safety rule. Formerly, no 
compensation was payable in such cases. The same law provided that 
the safety devices to be furnished by the employer shall not include 
personal apparel and protective devices that replace personal apparel 
normally worn by emloyees during regular working hours. 


Provisions For Migratory Workers 


Several states also passed laws relating to safety and health for 
migratory workers. 

Texas established a Council on Migrant Labor, composed of repre- 
sentatives of interested state agencies, to study problems of migrant 
workers in Texas and to promote the formulation of rules by the 
various agencies for the betterment of the migrant’s travel and living 
conditions. 

A Maryland law exempted from registration in this state motor 
vehicles brought into the state by a non-resident to transport seasonal 
agricultural workers, provided the vehicles are registered in another 
state and provided the vehicles were insured to the same extent as 
required for Maryland residents. 

The New York law requiring registration of farm labor contracts 
was strengthened by prohibiting growers and food processors from 
using the services of a farm labor contractor who has not been regis- 
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tered. The New York Joint Legislative Committee on Migrant Labor 
was extended for another year. A committee was created in Oregon 
composed of members of the Legislature and public members appointed 
by the Governor to study the problems of the migrant agricultural 
workers. 


Workmen's Compensation Laws 


See section on Social Security, page 198. 


Unemployment Compensation Laws 


See section on Social Security, page 192. 


Health, Welfare, and Pension Plan Disclosure Legislation 


See section on Social Security, page 204. 


Minimum Wages 


With the addition of Vermont during the past year, 34 of the 52 
states and territories of the United States now have minimum wage 
statutes at least technically on their books. Eighteen states continue to 
have no minimum wage legislation whatever. 

Of the 34 laws, five are inoperative and in 17 of the jurisdictions, 
rates are still grossly inadequate. Four states provide minimum rates 
ranging from 20¢ to 50¢ an hour, while in 13 other jurisdictions rates, 
for some or all workers covered, fall below 75¢ an hour. 

In only 12 jurisdictions are rates at least 75¢ an hour, and of these, 
only six match the federal rate of $1.00 for most workers covered. 


Two general types of minimum wage legislation are in effect: those 
in which rates are set for different industries by specially convened wage 
boards (15 states), and those which establish minimum rates in the law 
itself (14 jurisdictions). Some laws with statutory minimums make ad- 
ditionakpravision for wage boards. 

In the 15 states which set minimum rates by wage order only, the 
time-consuming and uneven process of establishing rates industry by 
industry continues to result in limited industry coverage, low minima, 
and wide discrepancies between different industries. Although Califor- 
nia, New York and Wisconsin cover large proportions of employees not 
protected by the federal law, other states limit themselves to only a few 
of the major women-employing industries. Only in California and New 
York are current rates at least 75¢ in all industries for which orders 
have been issued. A minimum of $1.00 for any workers at all is payable 
only in Colorado, New Jersey and New York. 
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New or revised orders have been issued in eight states since 1955: 
Colorado, Minnesota, New Jersey, New York, North Dakota, Ohio, Ore- 
gon and Utah. Colorado and Utah revised all existing wage orders in 
1956, but for the most part orders continue to bear varying dates of 
issuance resulting in some cases in indefensible discrepancies in rates 
and in obsolete standards. Some orders are over 15 years old. 

The 14 jurisdictions which provide minimum rates by statute cur- 
rently have better coverage and more adequate rates than the states 
which set rates by wage order only. 

During the past two years, eight of the jurisdictions with statutory 
minima acted to increase them, including five which brought their gen- 
eral rates to $1.00 an hour: Connecticut, Massachusetts, Nevada, Rhode 
Island, and Hawaii. (Alaska had set a rate of $1.25 in 1955.) Except 
for Arkansas, South Dakota, and Puerto Rico, rates for most of the 
workers covered by statutory minima are at least 75¢ an hour. 


Child Labor 


Except for a very few states, standards for protection of children 
under child labor laws continue to be seriously inadequate. The majority 
of laws now in existence fail to measure up to even one of the standards 
recommended by the U. S. Dept. of Labor and the International Associa- 
tion of Governmental Labor Officials for State Child-Labor Legislation 
for the several aspects of children’s employment which need regulation. 

The balance sheet is as follows (not taking into account the usual 
exemptions of farm work and domestic service from child labor restric- 
tions): 

Number of Jurisdictions 
Meeting or 
Recommended Standard Approximating Standards 


Minimum age: 16 years for factory work; 24 

16 for employment during school hours; 14 

in non-factory employment outside school 

hours. 

Hazardous occupations: Minimum age of Full protection up to 18 

18; state agency authorized to determine in few, if any, states; 

hazardous occupations for minors under 18. authorized .agency in 25 
jurisdictions, <-" * 

Maximum daily hours: 8 hour day for 18 

minors up to 18. 

Maximum weekly hours: 40 hour week for 7 

minors up to 18. 

Nightwork for Minors Under 16: 13 Hours 12 

prohibited. 

Nightwork for Minors 16 and 17: 8 Hours 13 

prohibited. 

Employment Certificates: required for 27 

minors under 18. 
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The failure of most child labor laws to give adequate protection to 
children in farm employment remains one of the most serious deficiencies 
in state legislation. In 41 states, no age is too young for children to 
work on farms and in “farm factories” during vacations and outside 
school hours. Even during school hours, hiring age restrictions are 
nonexistent in 20 states. 

Little action has been taken in the last two years to improve basic 
standards in state laws. Some legislation has actually weakened pro- 
tection. 

For example, New Jersey, under a 1956 amendment, now permits 
children as young as eight years of age to work in theatrical employ- 
ment during summer vacations. Florida and Missouri relaxed prohibi- 
tions on nightwork by permitting children age 14 and 15 to work until 
10 o’clock on nights preceding non-school days. Oregon has exempted 
children under 16 employed in agriculture, in youth camps, or as news- 
boys, from the ban on work between 6 p.m. and 7 a.m. 

The only improvements in basic standards were made by Florida 
and Missouri in 1957. 

Florida raised the minimum age for non-factory work during school 
hours from 14 to 16, restored the minimum age of 12 for work outside 
school hours (reduced to age 10 in 1953), provided for the application 
of the hazardous occupations provision to agriculture and set a 3-hour 
limit on work by minors under 16 on school days when there is school 
the next day. 

Missouri extended its law to children in agricultural and domestic 
employment, added more occupations to the hazardous list for children 
under 16, and reduced the maximum workweek for children under 16 
from 48 hours to 40 hours. 


Hours Legislation for Women 


There has been virtually no change is the already inadequate state 
laws for women workers governing their maximum hours, day of rest, 
meal and rest periods and nightwork. Only three states—California, 
Oregon and Utah—have laws or orders covering each of these aspects 
of women’s employment. 

Hours laws remain non-existent in Alabama, Florida, Indiana, Iowa 
and West Virginia. Maximum hours for women are limited to eight a 
day or 48 a week in only 25 jurisdictions. In other states, workdays 
of 9 and 10 hours are permitted and workweeks up to 60 hours. In 
only 3 states do hours limits apply to both men and women. 

Twenty-four jurisdictions make no provisions for meal periods, only 
eight require rest periods and 31 fail to make any regulation on night 
work for women. 
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State and Local Taxes 


The constantly rising demand for more civilian public services— 
for which the states and localities currently meet over 70% of the total 
cost—has led to a constant search for new revenue sources on the part 
of state and local governments. AFL-CIO has actively supported this 
effort, but it has also sought to find additional revenue for public serv- 
ices in a manner that accords the equitable principle of taxation based 
upon ability to pay. 

The rapid population growth, the failure to build enough schools, 
health, transportation, recreation, and other facilities during the depres- 
sion and war years, and justified demand of public workers for ade- 
quate pay have all added to the urgent need for more state and local 
revenue. 

This need is particularly critical in the 173 metropolitan areas across 
the country in which 97% of the twelve million population growth of 
the last five years has occurred, and in which most AFL-CIO members 
work and live. 

Since the end of World War II, most states and localities have been 
engaged in a substantial effort to meet their growing needs. State and 
local tax collections rose from about $10 billion in 1946 to around $28 
billion in 1957. In the same period, the indebtedness of state and local 
governments has risen from $16 billion to around $54 billion. 

Unfortunately as these governments have sought to meet their rising 
revenue requirements, they have increasingly resorted to the use of 
regressive taxes that bear most heavily on those least able to assume the 
burden. Almost 60% of all state tax collections are now raised from 
direct and indirect sales taxes which are levied on all consumers with- 
out regard to family income. Less than 18% comes from progressive 
individual income and corporation profit taxes related to ability to pay. 
At the local level the property tax is still the major revenue source, 
but even when administered fairly, and this is by no means always the 
case, it is not a tax that reflects ability to pay. Furthermore, local 
sales taxes are increasingly being resorted to by local governments. 
Payroll taxes—which are almost exclusively borne by wage and salary 
earners—are also increasingly being levied by municipalities. 


Major Tax Changes in 20 States 


During the course of 1957, almost all state legislatures were in ses- 
sion and twenty enacted significant tax law changes. 

Three states increased their general sales tax rates; three others 
made “temporary” rates permanent; and 2 extended so-called temporary 
rates. Arkansas, Maine and Rhode Island increased their general 
sales tax rate to 3%, but the increase in Arkansas, while still enforced, 
is to be submitted to a voters’ referendum in 1958. Temporary general 
sales taxes, enacted previously to meet emergencies, were made perma- 
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nent in Connecticut, Illinois and Pennsylvania. It is significant that none 
of these six states, except Arkansas, imposes any tax on individual 
income at all. 

On the other hand, in Massachusetts a proposed 3% general sales 
tax was defeated, due in large measure to AFL-CIO opposition, and in 
several other states we succeeded in holding general sales tax rates at 
their present level or defeated efforts to introduce this form of tax. In 
one state, Iowa, the general sales tax rate was reduced to 2% from 
the temporary 24%% level that previously existed. Meanwhile, four 
states will enjoy a significant increase in their revenue as a result of 
increased use of the progressive individual income and corporate profit 
taxes. These states are Oregon, Idaho, Kansas and Montana. 


On the local level, an effort to impose a payroll tax was defeated 
in Kansas City in 1957, but was successful in Denver. In Philadelphia, 
the local payroll tax was increased from 14% to 1%%. Furthermore, 
use of local sales taxes was authorized in New Mexico and was extended 
to more communities in Alabama, Louisiana, Mississippi and Illinois. 


Reactionary Lobby Operates 


The same reactionary groups that have been convincing state legis- 
latures and local politicians to increase the use of regressive levies on 
sales and payrolls, while avoiding progressive taxes based upon ability 
to pay, have also been working diligently in Washington to undermine 
the federal grants-in-aid programs which have been providing about 
$3% billion of revenue to the states and localities to help meet their 
urgent needs. These federal aid programs—for public assistance, school 
lunch, vocational education and for many other purposes—have been 
particularly helpful to the poorer states and localities in their effort 
to maintain minimum standards of public service. 

The NAM and Chamber of Commerce attack on the federal grants- 
in-aid seldom directly makes the charge that the humanitarian purposes 
they serve are unworthy of public support. It only alleges that the 
state and localities should directly raise the funds to finance the cost 
of the services that Federal aid now helps to provide. However, it can 
hardly be doubted that those now seeking to whittle away the federal 
grants-in-aid are unaware that their success would shift more and 
more of the total tax burden on to families least able to bear it. Since 
most federal revenue is raised from progressive income taxes, in con- 
trast to the regressive levies which now raise most of the revenue of the 
states and localities, the end of federal grants-in-aid would accomplish 
a substantial tax saving for wealthy individuals and corporations. 
Furthermore, in poorer states and localities many services now sup- 
ported by the federal grants would be discontinued because the wealth 
available for tax purposes in these areas would be insufficient to sustain 
them. 

Although our successes in some areas have been balanced by failures 
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in others during the course of the last two years, continuous effort by 
the AFL-CIO has helped to advance the objective of expanding public 
service needs through the levy of taxes that are fair to all citizens at 
all levels of government—federal, state and local. 


Millionaires’ Amendment" 


To the best of our knowledge, some 14 states have adopted legis- 
lation pertaining to the “millionaire’s amendment”—a proposed Con- 
stitutional amendment to limit severely the amount any person would 
have to pay in federal income taxes. The states which have done so: 
Arkansas, Delaware, Florida, Idaho, Indiana, Kansas, Maine, Michigan, 
Mississippi, New Hampshire, New Jersey, Utah, Virginia and Wyoming. 

Legislation on this subject was introduced in the 1957 sessions in 
the following states: Arizona, Arkansas, California, Connecticut, Florida, 
Idaho, Illinois, Indiana, Kansas, Montana, North Carolina, Ohio, Okla- 
homa, Oregon, Rhode Island, Tennessee, Texas and Vermont. Three 
of these states adopted amendments this year—Arkansas, Idaho and 
Indiana. A resolution passed this session in Texas was vetoed by the 
Governor. Legislation was successfully defeated in the other 15 states. 


(See Section on Taxation for reference to this issue at the federal 
level, pages 145-149.) 
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Department Of Civil Rights 


From the outset, the department has developed a program covering a 
wide range of activities designed to implement the civil rights program 
of the Federation. In addition to servicing the work of the AFL-CIO 
Civil Rights Committee and of its Subcommittee on Compliance, the 
department has concerned itself with the organizations’ efforts to do 
away with any discrimination in the membership of affiliated unions and 
to eliminate discrimination in employment. 

It has also assisted the affiliated national and international unions 
as well as state and local central bodies in setting up their own Civil 
Rights and Fair Employment Committees and establishing machinery to 
handle their own civil rights problems. In addition, it has rendered 
advice on the operation of the state and local Fair Employment Prac- 
tice laws and of programs to eliminate discrimination in housing. 

The department has serviced the AFL-CIO drive to win full accept- 
ance of the Supreme Court’s historic decisions to eliminate segregation 
in schools, in places of public accommodation and in public transporta- 
tion. It also carried out a major project to service the United States 
trade union delegates to the International Labor Conference in June, 
1957, in dealing with its agenda item on discrimination in employment 
and occupations. 

It was responsible for the publication of four pamphlets dealing 
with civil rights and one with civil liberties. It prepared two civil 
rights exhibits for use at union conventions and educational confer- 
ences and provided resource material for discussion of civil rights 
problems at such meetings. 

As a part of its staff work in connection with the AFL-CIO’s 
National Trade Union Conference on Civil Rights, held on May 23, 
1957, in Washington, the department prepared a compilation of sample 
non-discrimination clauses in collective bargaining agreements. It also 
conducted research studies on the economic costs of discrimination. It 
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has assembled information on the furtherance of non-discrimination in 
apprenticeship and vocational training programs. 

Two AFL-CIO Civil Rights exhibits, “We Open the Gates” and 
“Barriers Fall When Understanding Rises” have been put to wide use 
at union conferences and conventions. Civil rights publications, such 
as “Discrimination Costs Too Much” and “You and Your Rights Under 
State and Local FEPC Laws” have been distributed not only through 
the ranks of the labor movement, but also through public libraries and 
schools. 

Plans have been completed for the publication of a periodic bulletin 
“To Secure These Rights” as the official civil rights bulletin of the 
AFL-CIO. 

To enhance the effectiveness of the Civil Rights Department’s work, 
a liaison officer on civil rights has been appointed by many of the 
AFL-CIO staff departments. 

The staff of the AFL-CIO Dept. of Civil Rights consists of Boris 
Shishkin, Director; George L. P. Weaver, Assistant Director and Theo- 
dore E. Brown, Assistant Director. 


Community Service Activities 


The AFL-CIO merger has stimulated the growth of labor’s com- 
munity service program, and it has inspired more active union partici- 
pation in community affairs. 

Recognition of union men and women as active citizens in many 

? communities, is rapidly becoming a reality and good union citizenship 
has become more than just a slogan. 

The AFL-CIO Community Services department has expanded its 
activities both organizationally and programatically. 

The only national AFL-CIO department headquartered in New York 
City, CSA has been working closely with scores of national and local 
voluntary and public agencies in the areas of community organization 
and community health, welfare and recreation programs and projects. 
Among these organizations are United Community Funds and 
| Councils of America, American National Red Cross, United Service 

Organizations and others with which AFL-CIO-CSA has entered into 
special working arrangements during the past two years. 

During this time, CSA effectively implemented a number of special 
projects on behalf of the AFL-CIO. 


——_———— 


Various Special Projects 


Late in 1956, CSA established an office at the Joyce Kilmer Recep- 
tion Center in New Jersey where more than 30,000 Hungarian freedom 
fighters were received following their aborted revolt against Communist 
oppression, CSA, working with both governmental and voluntary 
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agencies, helped to find jobs for the Hungarians, and assisted in their 
integration in the American community. Through CSA, AFL-CIO 
affiliates helped to provide goods, services and much good will for 
the escapees. 

At the same time, CSA conducted a nationwide campaign among 
AFL-CIO affiliates and through medical societies for the fullest possible 
utilization of the Salk vaccine as the best available preventative measure 
against polio. As a result, the production of vaccine was speeded up, 
professional fees were reduced and mass inoculation programs were 
undertaken in a number of communities and in many industrial plants. 

Since the unity convention, CSA entered into a memorandum of 
understanding with the American Red Cross on disaster services. As 
a result, AFL-CIO actively participated in assisting the victims of 
disasters in California, Kansas, Louisiana, Texas, Alabama, Missouri, 
Nevada, Michigan, etc. 

CSA representatives worked effectively with Red Cross representa- 
tives in emergency aid, claims and rehabilitation. One bright chapter 
in this program was the tremendous job done by volunteer AFL-CIO 
building trades teams in the erection of 22 homes for the victims of 
Hurricane Audrey in Cameron Parish, Louisiana. 

Further assistance in disaster services came from the AFL-CIO 
when it presented to Red Cross this year four mobile canteens at 
special ceremonies in Washington, Atlanta, St. Louis and San Francisco. 
The overall presentation was made at the February Executive Council 
meeting in Miami by President Meany to General Gruenther. These 
canteens went into action even prior to their official presentation, and 
they saw active service in many parts of the country striken by floods, 
hurricanes and tornados. 

Another special program which CSA promoted during the past two 
years was fluoridation of water supplies for the prevention of tooth 
decay. Working with the National Committee, CSA has encouraged 
active AFL-CIO participation in community-wide committees for fluori- 
dation. In addition, CSA has distributed pertinent materials on this 


subject. 


Hospitals 


This year the Executive Council has authorized, and CSA has 
initiated a nationwide campaign for adequate labor representation on 
hospital boards and committees. This is in line with CSA’s successful 
efforts to stimulate more active labor participation and representation 
in community health and welfare agencies. 

AFL-CIO members are not only consumers of hospital services but 
help to finance hospital construction and operations because they believe 
that the hospital is a most important community institution. In addi- 
tion to encouraging labor representation on hospital boards and com- 
mittees, CSA has undertaken a study of the procedures and methods 
used in capital fund campaigns for hospital construction and expansion. 
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Since Blue Cross organizations are exerting a major influence on 
hospitals today, CSA, in consultation with the Social Security Depart- 
ment, has undertaken a limited experiment in the area of labor rep- 
resentation—and full time staff—in Blue Cross. 


Union Counselling 


The merger lent impetus to the union counselling program. During 
the past two years alone more than 3,000 counsellors were graduated 
throughout the country from both elementary and advanced courses. 
Senior counsellors take not only refresher courses but participate in 
sessions designed for advanced training in social security, workmen’s 
compensation, unemployment compensation, mental health and alcoholism, 

During the past year discussions have been held concerning the 
extension of union counselling into consumer counselling as well. Some 
steps have already been taken in this direction since there is a marked 
interest among union members and their families in stretching the 
inflated dollar, in learning to live on a balanced diet within a balanced 
budget and in the prevention of unethical business practices. 

Since the uriity convention, CSA has continued to expand its on-going 
programs in blood banking, with retired workers, in mental health, 
with alcoholics, etc. 

In each case, CSA has developed a cooperative relationship with 
the leading agency—such as the Red Cross on blood banks, the National 
Social Welfare Assembly Committee on the Aging, National Council 
on Alcoholism, National Association for Mental Heaith, ete. These 
programs are being implemented in the local community by the com- 
munity services committee of the local central labor body in cooperation 
with the appropriate local agencies. 

CSA has participated actively in the fund-raising campaigns of 
United Community Funds and Councils of America. AFL-CIO members 
have contributed generously in local community chest and united fund 
drives. 

It is estimated that in the past two campaigns for united funds 
and community chests throughout the country, AFL-CIO members 
contributed more than $200,000,000. Employee participation and labor 
giving to voluntary health and welfare agencies are rising constantly. 
One third of the $380,000,000 raised by the united funds and community 
chests in the last campaign came from employees. 

In addition to their contributions to united funds and community 
chests, AFL-CIO members have made generous contributions to the 
special campaigns of the Red Cross and, as citizens, to the independent 
campaigns of a number of voluntary health agencies. 


Health Fund 


CSA has been promoting the establishment of a National Health 
Fund in line with the resolution adopted by the Executive Council— 
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because the AFL-CIO believes the voluntary health agencies can be 
more effective if they will eliminate waste and inefficiency by reducing 
the multiplicity of independent appeals to one annual drive, by allocating 
funds raised on the basis of relative needs, and by coordinating basic 
medical research and public education. 

CSA is receiving widespread public and editorial support in its 
campaign for a National Health Fund. 


Discrimination Against Agencies 


The AFL-CIO, through its Community Service Activities, has used 
its good offices to block the exclusion of inter-racial agencies from 
united funds and community chests. 

Working with the AFL-CIO Civil Rights Department, CSA has 
fought every effort to exclude such agencies as the Urban League and 
to harrass such agencies as the YWCA and the Girl Scouts from the 
united funds and community chests in a number of communities, prin- 
cipally in the South. The movement to exclude these agencies was 
initiated by so-called white citizens’ councils operating out of St. Louis. 


Murray-Green Award 


Under the authority granted by the Executive Council, the AFL-CIO 
Community Services Committee presented the first Murray-Green Award 
to Sen. Herbert H. Lehman (D. N.Y.) at a dinner in New York in 
1956. 

In 1957, it was decided to present the Murray-Green Award to Dr. 
Jonas Salk for his outstanding contribution in developing the anti- 
polio vaccine. 

The award, which takes the form of a $5,000 grant and a suitably 
inscribed plaque or medal, was established to give recognition to an 
individual or organization that has made an outstanding contribution 
in the general areas of community organization, health, welfare and 
recreation. 


Civil Defense 


As part of AFL-CIO responsibility to the total community, CSA 
continued during the past two years to develop a more effective liaison 
with the federal, state and local civil defense programs and administra- 
tions. In some communities civil defense sessions have been included in 
union counselling classes, and in other communities, special civil defense 
workshops have been sponsored. 

Working with the AFL-CIO Legislative Department and FCDA 
Labor Advisory Committees, CSA has attempted to develop a better 
public understanding of the civil defense program, has participated in 
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experimental civil defense programs such as the most recent task force 
project in Grand Rapids and in stimulating adequate legislation which 
would provide for greater Federal authority and responsibility in civil 
defense matters. 


In addition, CSA has continued to champion a program of union- 
management cooperation in civil defense at least on a plant level. CSA 
now has undertaken to explore the possibility of a comprehensive 
memorandum of understanding with FCDA as a guidepost for more 
active labor participation. 


National Advisory Council 


Immediately following the merger, CSA organized a National 
Advisory Council to the AFL-CIO Community Services Committee. This 
Council consists of 16 distinguished national leaders in the field of 
health and welfare. Its chairman is Dean Ken Johnson of Columbia 
University’s New York School of Social Work. 


The Council, which has met four times, has been of invaluable 
assistance to both the AFL-CIO Community Services Committee and 
the CSA staff in developing policy recommendations and programs. 


During the past two years many lecal community services commit- 
tees were established by central labor bodies and local unions. In many 
areas AFL and CIO community services committees merged, even where 
the central bodies did not. In others there is close cooperation. 


New full time CSA labor representatives were appointed on the staffs 
of united funds and community chests in Bay City, Dayton, East St. 
Louis, Elizabeth, Fairmont, Holyoke, Jackson, New Castle, Phoenix, 
Portland, Spokane, Tucson and New Orleans. 


At the same time, CSA developed a cooperative working relation 
with the Red Cross and USO, in addition to UCFCA. As a result there 
are two full time labor liaison representatives now with the Red Cross, 
and one with USO. This is in addition to the six on the staff of UCFCA. 


CSA has worked with a number of youth-serving organizations 
during the past two years in an attempt to develop practical programs 
of benefit to the youth of the country. Working with the Boy Scouts 
of America, CSA participated in its Valley Force Jamboree this year 
and in encouraging union-sponsored Boy Scout troops, of which there 
are close to 200 now. 


CSA has worked with Boys’ Clubs, an organization which has honored 
President Meany on several occasions. In addition CSA has cooperated 
with the Girl Scouts, CYO, YMCA, YWCA, etc. in an attempt to find 
the answer to juvenile delinquency. 

This year CSA has undertaken an experimental program in Sharon, 
Pa., in serving the youth of AFL-CIO members and the total community. 
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Strike Relief 


Since the merger, CSA has been active in working with community 
health and welfare agencies in organizing assistance programs for needy 
strikers and their families on the basis of need regardless of the cause 
of the need. CSA participated in such programs with local unions of 
several AFL-CIO affiliates, including steel, machinists, auto, textile, 
rubber, etc. 


Publications and Conferences 


During the same period CSA wrote, sold and distributed more than a 
million copies of a number of publications on family counselling, union 
counselling, alcoholism, board membership, community services in the 
central labor body, community services in the local union, proceedings 
of the national conference, foundations of community services, civil 
defense, five objectives of community services, community services news- 
letter and others. 

In preparation are publications on mental health, fund-raising, the 
released prisoner, Boy Scouting, the small community, fluoridation, blood 
banks and a union counsellor teachers’ manual. CSA has issued a 
number of other materials such ag course outlines for summer institutes, 
workshops and training conferences. These publications have been sold 
and distributed to agencies, business, universities and other community 
groups as well as to AFL-CIO affiliates. 


Since the merger, CSA sponsored two national conferences on com- 
munity services, the first in Washington in March of 1956, and the 
second in Atlantic City in May of 1957; six regional staff conferences; 
one experimental on-the-job training institute at Michigan State Uni- 
versity for the Michigan state CSA staff; one experimental workshop on 
disaster services in Dayton, Ohio, and a conference on juvenile delin- 
quency in New York. 

In addition, CSA assisted local community services committee in 
sponsoring hundreds of regional, state, community and local union 
workshops, conferences, dinners, forums, institutes and classes—with 
technical guidance, trouble shooting, speakers, materials, exhibits, 
publications, ete. 

At the same time CSA representatives participated and addressed 
conventions and conferences, dinners and luncheons in 100 communities 
from Duluth to Dallas and from Lowell to Los Angeles sponsored by 
international unions, state central bodies, united funds, welfare councils, 
Red Cross, social agencies and other community groups. 

While CSA emphasis is on service and action, good will for the 
AFL-CIO is an important by-product. To this extent the CSA program 
is a major and invaluable public relations program for the labor 
movement. 
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The public press, television, radio have been used by CSA in 100 
communities. In forums, at dinners, in conferences, the AFL-CIO has 
appeared before the general public often for the first time through the 
face of CSA. 

CSA has given meaning to the resolution on community services 
adopted at the first AFL-CIO convention two years ago, for it has 
helped to make a reality of the phrases in that resolution that “what 
is good for the community is good for labor” and that “the trade union 
member is first and foremost a citizen.” 

CSA staff (at 9 East 40th Street, New York) is under the direction 
of Leo Perlis working in close association with the AFL-CIO Commit- 
tee on Community Services headed by Chairman Joseph A. Beirne. 


Department Of Education 


The Department of Education encourages, assists, and supports 
educational programs of local unions, trades councils, city central bodies, 
state central bodies, regional agencies, and national and international 
unions. 

It provides organizational support, administrative experience, staff 
assistance, speakers and resource persons from its own and other 
headquarters departments, publications, plans, materials, audio-visual 
aids, and assists in the coordination of resources. 

This assistance enables local members and leaders to study such 
subjects as labor history, organizing techniques, collective bargaining 
techniques, economics, NLRB procedure, civil rights, community par- 
ticipation, housing problems, unemployment compensation, social security, 
national health insurance, civil defense, public relations, and interna- 
tional affairs. 

These subjects are studied at resident summer schools and special 
institutes, in conferences and classes, at regular meetings, workshops 
and seminars. Teaching techniques include lectures, discussions, debates, 
buzz sessions, and role playing. Panel discussions and forums are 
regularly used; film-discussions and the use of filmstrips have become 
staple procedure. 

Department representatives speak before many church, civic, and 
community groups to explain the labor movement and its attitude on 
many subjects. 

The work of the Department is carried on in consultation with and 
with the advice of the AFL-CIO Committee on Education, of which 
Vice President George M. Harrison is chairman and the Director of 
Education John D. Connors, secretary. 


A. Educational Projects 


1. National and Regional Education Conferences. Semi-annually the 
Department of Education conducts conferences for the education direc- 
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Hundreds of visitors, including Pres. Eisenhower, admired big mosaic 
mural in AFL-CIO headquarters building. 


tors of national and international unions and state central bodies. In 
January 1957, the Canadian Labor Congress’s Department of Education 
invited U. S. education directors to meet with Canadian education direc- 
tors in a joint 3-day conference in Toronto. 


Sparked by the Department, the AFL-CIO Pacific Coast Education 
Conference in San Francisco in December 1956 brought together some 
80 AFL-CIO leaders from Alaska, California, Hawaii, Oregon, and 
Washington. Participants represented various West Coast unions, state 
and local central bodies, and labor education specialists from universi- 
ties. In October 1957 similar groups from tweive central states met in 
the AFL-CIO Midwest Education Conference at Moline, Illinois. 


2. Regional Schools. A most useful procedure has been developed 
for pooling the educational needs and resources of state central bodies in 
labor schools set up on a regional basis. One of these schools is the 
Southern Labor School, composed of the state central bodies of twelve 
southern states. Another is the Rocky Mountain Labor School, com- 
posed of the state central bodies of the eight inter-mountain states. The 
Department works closely with these schools. 

In 1957 the Southern Labor School held two week-long sessions: the 
first, an advanced school, for state and city central officers, international 
representatives, and AFL-CIO staff organizers; the basic school was 
for local union officers. The Rocky Mountain Labor School’s 1957 
session was restricted to state and city central body and trades council 
officers. 

Many state and local programs have grown out of the regional 
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schools. For instance, the week-long Arkansas-Oklahoma Labor School, 
begun in 1957, brought together some 60 city and local leaders. 


3. National and International Union Schools. The Department coop- 
erated with national and international unions that sponsored over 200 
summer schools in the past two years. Also, in the summer of 1957 it 
experimented in a program of summer schools where national and inter- 
national unions joined in a single school. Two of the largest were those 
of the Chemical, the Textile, the Brewery, and the Paper Workers at 
Antioch College; and of two districts of the IUE, the Chemical, and the 
Rubber Workers at Rutgers. 


4, State Central Body Programs. Important education programs are 
carried on in the 15 states where the central body has a director of 
education. Some 20 state central bodies, on their own or in cooperation 
with universities, sponsor week-long resident schools annually, and 
other states and territories undertake week-end institutes for their 
whole jurisdiction. In virtually all of these the Department is closely 
involved in the planning and the staffing. In 1957 New Mexico and the 
Territory of Alaska initiated state-wide week-end institutes. In addi- 
tion to state-wide programs, many state centrals conduct series of week- 
end institutes in cooperation with local central bodies. 


The Wyoming State AFL-CIO, in cooperation with the AFL-CIO 
Departments of Education and Organization, conducted a 3-week experi- 
mental project to strengthen its city centrals and affiliated locals. 
Representatives of the two departments and the state central held 
intensive 3-day sessions in each of the five major centers. Utah later 
conducted a similar program. 

5. City Central Programs. Many city centrals, for instance Miami 
and Tulsa, conduct periodic week-end institutes for members of affili- 
ated locals, with the assistance of the Department. As a recent example, 
in 1957 the Lawton, Okla., central body held its own first week-end 
institute, with state central and national headquarters support. 

6. Directly Affiliated Locals’ Programs. The Department makes 
periodic mailings of materials to directly affiliated local unions and 
assists them in their planning. It worked with the New England AFL- 
CIO regional office in holding a week-end institute for the directly 
affiliated locals in that region. 


B. Publications and Audio-Visual Materials 


1. Education News and Views. In January 1956 the Department 
started a new monthly publication, “Education News and Views”, 
designed primarily to help union officers and education committees. 

The publication features special educational news about AFL-CIO 
affiliates, interprets and reports the work of the AFL-CIO Standing 
Committee on Education, carries “How-to-Do-It” articles geared to local 
union education committees, reviews pamphlets and books, promotes 
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the use of the film library and reviews new films added to it, reports 
new and unique experiments in workers’ education. 


“Education News and Views” has been widely distributed at meet- 
ings and conferences of various AFL-CIO affiliates. Today 20,000 copies 
are printed, 14,000 being mailed to local union officers and education 
committee chairmen as well as to outside educators. The AFL-CIO’s 
“Testimony on Federal Aid to School Construction”, from the March 
1957 issue, was reprinted and 100,000 copies were mailed, many of 
them by affiliated bodies with their own covering letters. 


The Department has prepared and distributed a “How-to-Do-It” 
publication consisting of articles from “Education News and Views”. 
Included were program suggestions on international affairs, national 
legislative issues, working with farmers, and economic issues. 


2. Other Publications. Other publications prepared and distributed 
by the Department were “Films for Labor”, “Labor and Education in 
1955”, “Songs for Labor”, “Build the Union Through Good Mimeo- 
graphing,” “The Shop Steward’s Manual”, and “How to Run a Union 
Meeting”. In many cases, the Department has spearheaded the distribu- 
tion of materials prepared by other AFL-CIO departments. 


3. Manuals. A unique and effective method of using printed publica- 
tions was developed by the Department in manuals organized around 
subject matters discussed at legislative conferences and leadership train- 
ing schools. They were prepared in cooperation with the international 
unions or state bodies sponsoring such conferences and geared to their 
needs. During the past two years, 35 different manuals were prepared 
for various AFL-CIO affiliates for schools or conferences. The Legisla- 
tive Department furnished materials on national legislative issues and 
special voting records of particular interest to the sponsoring groups. 
Special discussion sections, on ethical practices, on “right-to-work,” and 
on public school problems, were prepared for the 1957 manuals. 


4. New Films Produced. Immediately after the merger, the AFL-CIO 
film, “Injustice on Trial,” which deals with “right-to-work” laws, was 
released and a special promotional leaflet prepared. Some 90 prints were 
leased to affiliates and 25 used in the film library. More than 200,000 
members saw the film in some 1,200 showings, and, in many cases, it was 
a key weapon in the campaign to prevent the passage of anti-union- 
security laws. It was used quite widely in a successful campaign against 
the “right-to-work” bill in Washington state. 


At the request of the AFL-CIO Organization Department, the Educa- 
tion Department prepared a filmstrip on house calls which was used in 
its five staff conferences. Subsequently, this filmstrip, “Organizing Be- 
gins at Home,” was put on 16mm. sound film and is now being used by 
affiliates in training organizers. 

In the summer of 1957 the Department, in cooperation with the Re- 
search Department, produced a film entitled “Do Higher Wages Cause 
Higher Prices?” Seventy-eight prints are being used in labor schools, 
school teachers’ workshops, on television, and before community groups. 
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A special discussion guide and 100,000 promotional flyers have been 
distributed. 

5. Merged Film Library. The AFL-CIO film library combines the 
film libraries of the two former organizations. During the past two 
years this library, with 200 different titles and 450 prints, booked 300 
showings a month. Twenty films on important subjects were added to 
the film library, such as “Revolt of a Generation” (on the Hungarian 
crisis) and “The Challenge” (on civil liberties). Twenty-five discussion 
guides have been prepared to help education committeemen get the most 
out of the films, 

6. Other Undertakings. Four special exhibits were prepared for use 
at union conventions and conferences and by groups working with the 
labor movement. These exhibits, dealing with the structure of the AFL- 
CIO, its Film Division, the services of the Department of Education, and 
methods of using pamphlets with community organizations, have been 
used constantly. 

Displays, posters, and supplies of educational material, with advice 
and suggestions as to their use, are made available to affiliates for 
booths at state and county fairs. 

A special Labor Song Album, featuring Joe Glazer, has been pre- 
pared. 


C. General Activities 


1. National Institute of Labor Education. As a result of the experi- 
ence gained through the labor movement’s close cooperation with the 
recent Inter-University Labor Education Committee project, in 1957 the 
National Institute of Labor Education was established, with the endorse- 
ment of the Executive Council of the AFL-CIO. It is to serve as an 
agency to expand the volume and scope of labor education and improve 
cooperation between labor and non-labor agencies in this field. The 
Board of Directors is composed of representatives of universities, the 
AFL-CIO, and the general public, with the AFL-CIO Director of Educa- 
tion serving as one of the two vice-presidents. 

2. Library Cooperation. The AFL-CIO and the American Library 
Association maintain a Joint Committee on Library Service to Labor 
Groups to stimulate the use of libraries by trade unionists as such. With 
the Department’s aid the Committee has held three regional meetings of 
local librarians, representatives of state and city centrals, and the labor 
press. The Department has published a pamphlet, “Your Library Can 
Serve Your Union.” 

3. Scholarships. 

a. Programs Sponsored by AFL-CIO Organizations. The Depart- 
ment continues to promote trade union sponsored scholarships, which en- 
able high school graduates to continue their studies in college. Twenty 
state labor organizations, 25 local centrals, as well as three international 
unions and some 75 local unions, sponsor such grants. Better scholarship 
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programs base their awards on competitive examinations on labor sub- 
jects, for all seniors in public, private, and parochial schools. Many 
scholarships are also granted exclusively for children of members of 
sponsoring unions. 

b. Programs for Study Abroad. The Department cooperates in the 
Fulbright program of awards for a year’s study abroad in the field of 
workers’ and adult education. The Department also cooperates each year 
with the Transatlantic Foundation awards to U. S. trade unionists for a 
year’s study at Ruskin College, Oxford, England, and at Coleg Harlech 
in Wales. A representative of the Department serves on the selection 
committees for these fellowships and scholarships and the Department 
publicizes these opportunities. 

4. Work with Local School Boards. In both 1956 and 1957 the De- 
partment surveyed AFL-CIO local central bodies to determine the extent 
of their cooperation with the school boards and local boards of educa- 
tion. On October 15, 1957, the Department held a meeting in Moline, 
Illinois, for AFL-CIO members of school boards in twelve Midwestern 
states. 

5. Joint Council on Economic Education. Since 1949 education, busi- 
ness, industry, agriculture, civic, and labor groups have worked together 
to develop effective programs of economic education, particularly in the 
secondary schools. This work has been carried on by the Joint Council 
on Economic Education, on whose Board of Trustees the AFL-CIO has 
five representatives. The Departments of Education and of Research 
work closely with the Joint Council. In virtually every state and regional 
council associated with the JCEE, AFL-CIO representatives serve on 
the governing boards. 

6. National Inter-Collegiate Debate Program. The Departments of 
Education and Publications compiled a kit of material opposing so-called 
“right-to-work” laws and distributed it to several thousand college stu- 
dents in the 1957 National Inter-Collegiate Debate on the topic: ‘“Re- 
solved: That the requirement of membership in a labor organization as a 
condition of employment should be illegal.” 

7. Liaison with Government Agencies. The Department of Education 
works with the Advisory Committee of National Organizations to the 
U. S. Office of Education, the Division of Vocational Education, as well 
as the Bureau of Apprenticeship Training in the Department of Labor. 
The Department has followed through on interest in better education 
created by the White House Conference on Education. 

8. Cooperation in International Education Programs. The Depart- 
ment works on briefing foreign trade unionists, especially those inter- 
ested in American labor education, and tries to help them participate in 
workers’ education projects in the field. It works with the International 
Labor Organization, and its Director participated in a meeting of experts 
on workers’ education held by the ILO in Geneva in late 1957. The De- 
partment cooperates with the International Confederation of Free Trade 
Unions, and the Director has taught at two ICFTU Seminars: one in 
Mexico City in 1956, the other in Canada in 1957. 
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Department of International Affairs 


The Department of International Affairs has endeavored to make 
known as widely as possible the international policies and positions of 
the AFL-CIO. This objective is reached through publications; confer- 
ences with members of the AFL-CIO; cooperation in the foreign 
visitors’ program; correspondence with trade unions in other countries; 
active cooperation with the International Confederation of Free Trade 
Unions, the Inter-American Regional Organization of the ICFTU, the 
International Labor Organization and assistance to the International 
Trade Secretariats. 


Through correspondence and publications, we have emphasized the 
grave danger to the security and freedom of all workers from the 
Soviet drive to harness the most modern technology for the purpose 
of aggression and world conquest. In this connection, the AFL-CIO 
has sought to popularize the position it shares with the ICFTU on 
disarmament and the prohibition of military nuclear tests and weapons 
of mass destruction through a system of adequate international inspec- 
tion, supervision and control. 


The AFL-CIO has won recognition at home and abroad for the 
energetic part it has played in rallying moral, material and political 
support for the democratic Hungarian revolution of October 1956. 
We have cooperated closely with the trade union forces in the fold of 
Hungarian democracy. We have helped rally support in the UN for 
the establishment of its Special Committee on Hungary and for the 
adoption of the other significant UN decisions on the Hungarian crisis. 


In the same spirit, we assisted in the formation of the National 
Representation of Free Hungary as the most effective instrument for 
promoting the unity and constructive activities of labor, the Freedom 
Fighters, and other Hungarian democratic forces now in exile. 


In December 1956, soon after the ruthless suppression by the Soviet 
armed forces of the Hungarian peoples’ struggle for freedom, President 
Eisenhower appointed a committee to coordinate the efforts of all the 
American voluntary agencies with those of the government agencies 
involved in dealing with Hungarian refugees. President George Meany 
accepted membership on this committee, which established offices in 
Austria, at the Joyce Kilmer Reception Center and in Washington. 


The Department cooperated with all these efforts to bring the 
refugees to this country and to get them established in American life. 
The major part of the work load in this connection was then taken 
over by the AFL-CIO Community Services Activities and further 
details of these operations are contained in the report of that committee. 


We actively opposed the efforts of the so-called trade unions of 
Yugoslavia to infiltrate the free trade union movement and its Inter- 
national Trade Secretariats, and gave wide publicity to the writings of 
former Tito aide, Djilas, attacking Communist ideology as a reactionary 
force dangerous to the ideals and interests of free labor. 
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In accordance with the Executive Council resolutions, we showed, 
through a series of comprehensive articles which aroused much interest 
in Germany, that German reunification was the key to lessening tension 
in Europe and that proposals to appease Moscow by replacing NATO 
with various so-called security pacts were dangerous illusions. 

The Executive Council policies for national independence and 
democracy were actively supported, especially through fruitful coopera- 
tion with the labor and other democratic forces in Algeria and Cyprus. 
In solidarity with the struggle of the Algerian people for national free- 
dom and human liberty, we supported proposals offered in the UN for 
a just and peaceful solution of the conflict in Algeria. 

Secretary-Treasurer Schnitzler, Vice President Emil Rieve, European 
representative Irving Brown, and Maida Springer represented the 
AFL-CIO and participated actively in the ICFTU African Trade Union 
Conference, held at Accra, Ghana in January 1957. We have published 
numerous articles to promote greater understanding of the labor con- 
ditions and problems of the peoples living in the countries south of 
the Sahara. 

In this connection, the Executive Council, in August 1957, launched 
its American Trade Union Scholarship Program for Africa. Mrs. Maida 
Springer was appointed as a special representative of the AFL-CIO to 
visit the following areas in Africa: Sudan, Tanganyika, Kenya, 
N. Rhodesia (Nyasaland, S. Rhodesia), Uganda, Nigeria, Ghana, Liberia, 
Sierre Leone. She is authorized to recommend trainees to be included in 
the program. She has already left the United States and arrived in 
Tanganyika, which is a starting point for her work. It is our hope that 
the first trade union trainees will be arriving in this country in time 
to be present at the Second Constitutional Convention of the AFL-CIO 
on December 5 in Atlantic City. 

A training scholarship program has also been approved for trade 
unionists from Latin America. In June 1957, the AFL-CIO inaugurated 
this union leadership training project when Brother Ramon Solis, assist- 
ant secretary of the Federation of Textile Workers of Peru, began a 
six-month program in the United States to learn techniques of union 
organization and administration. He has been working closely with a 
number of international unions in Washington, New York, Salt Lake 
City and elsewhere. Similar trainees are scheduled from Guatemala, 
Barbados and Jamaica. 

In keeping with the action taken at the founding convention to 
“encourage greater knowledge of and a greater interest in international 
affairs” among the membership of the AFL-CIO, the Department has 
cooperated with the Education Department, with international unions, 
and with state and central bodies in making known the role of American 
labor in world affairs. The scope of this activity is indicated by the 
fact that members in some twenty states have participated in such 
conferences. 

Another important phase of our activities is the briefing of foreign 
visitors at the AFL-CIO headquarters. These visitors come either in 
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“teams” or as individuals. During the period of January 1-September 30, 
1957, over 1,420 such visitors from 54 countries were briefed under the 
direction of the Department and in cooperation with other departments. 

The size of the teams ranged from five members to a group of 28 
trade union leaders from Indonesia. Most of the teams were composed 
of local and district trade union officials. Some teams were made up 
of labor ministry officials or of members of parliament; two or three 
teams were limited to editors and publishers. Most of the teams were 
under the sponsorship of the International Cooperation Administration 
(ICA). 

Trade union and other visiting delegations were provided with pub- 
lications about the American trade union movement and given insight 
into the problems and progress of the American democratic way of 
life. 

The Department maintains relationships with the embassies of 
foreign governments, through their labor attaches, and in this way 
transmits an understanding of the American labor movement. Liaison 
has been established with the appropriate sections of the State Depart- 
ment, Department of Labor and International Cooperation Administra- 
tion. The fundamental tasks of the Department, in all of these relation- 
ships is to emphasize again and again the role of the American labor 
movement in our democracy, with full recognition not only of its rights 
but also of its duties. 

To meet the growing interest of our affiliates and all trade unionists 
in international affairs, the Department is publishing a bi-monthly 
AFL-CIO International Affairs Bulletin. In addition, from time to time 
pamphlets are issued on matters of particular interest. 

Through publications, we have provided material about Japan, India, 
Indonesia, Republic of Korea, Burma, Philippines, and Viet Nam in 
order to develop better understanding and closer relations between 
American labor and the growing free trade union forces throughout 
the Far East. 

The Inter-American division of the Department has undertaken the 
translation into Spanish of many AFL-CIO publications and arranged 
for widespread distribution throughout Latin America. 

The ORIT English-language publication, the Inter-American Labor 
Bulletin, was transformed from a mimeographed to a printed form, 
and its economic bulletin, Facts and Figures, resumed publication. Both 
are issued from the AFL-CIO headquarters. 

In addition, packages of educational material in English are sent 
regularly to the unions in the British and Dutch West Indies, the 
Guianas, and British Honduras. 

Throughout the last two years, the preparation and the implementa- 
tion of the Executive Council resolutions has been greatly assisted by 
the work of the Free Trade Union Committee, especially in relation 
to the work at the United Nations. 

The Free Trade Union Committee has been publishing International 
Free Trade Union News (IFTUN), a monthly magazine, in English 


301 


: 
! 
| i 
| 
| 
| | 
i 
' 
| 
| 
t 
. 
| 
; 
} 
(UM ' a. ; 
a. 


French, German and Italian editions, distributed througnout the world. 
Thousands of trade unionists receive this publication directly in their 
homes. Its analysis and presentation of material about the American 
labor movement and our country’s democratic way of life have served 
to enlighten free world labor and to counteract the widespread campaign 
against our nation and trade union movement. During the historic 
developments in Poland and Hungary, extensive, authentic and often 
first-hand, material and documentation was published. The articles 
dealing with conditions and developments behind the Iron Curtain and 
exposing the aggressive Mao Tse-tung dictatorship and its expanding 
slave labor system have been meeting with growing favor among trade 
unionists overseas and among international libraries, institutes of 
research and higher learning. 

The FTUC gathered the material and prepared the analysis pre- 
sented in the pamphlet, The Greater Danger, which met with world-wide 
interest. 

There are, of course, responsibilities which the Department dis- 
charges in conjunction with the staffs in other departments of the 
AFL-CIO. Problems in the international field, such as foreign trade, 
foreign economic policy, tariffs, immigration, have required close coop- 
eration among the legilative, research and civil rights departments. 

George P. Delaney is the U.S. Workers’ Delegate to the ILO. He 
has attended two annual conferences, all sessions of the ILO Governing 
Body and several industrial committee meetings, as well as maintaining 
liaison with agencies in this country dealing with ILO matters. 

Serafino Romualdi, assisted by Harry Pollak, has been in charge of 
all Inter-American affairs. Inter-American Representative Serafino 
Romualdi served, on nomination by President Meany, as advisor to the 
U.S. delegation to the Inter-American Economic Conference, August 
1957, in Buenos Aires. 

Daniel Benedict conducts research for the department, serves with 
a number of non-governmental groups working on international affairs, 
and assists on most of the programs. 

Henry Rutz is in charge of the Foreign Visitors program and edits 
the International Affairs Bulletin. 

Michael Ross maintains liaison with the ICFTU, foreign trade union 
movements and government departments. He served as a delegate to 
the ICFTU Tunis Congress. 

George T. Brown is Director of the Department. 

Jay Lovestone has been serving as the Executive Secretary of the 
AFL-CIO Free Trade Union Committee. 

Harry Goldberg, the Free Trade Union Committee’s representative 
in Italy has worked effectively in cooperation with the Italian free trade 
unions to further Italo-American understanding and friendship and to 
defeat the various Communist and fellow-traveller maneuvers for under- 
mining and paralyzing free trade unionism and democracy in Italy. 


Irving Brown has served as the AFL-CIO alternate member of the 
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Executive Board of the I.C.F.T.U. In addition, he has represented the 
AFL-CIO at various national and international free trade union con- 
ventions and other functions. 


Department of Legislation 


Immediately foilowing the merger convention in 1955, the Department 
of Legislation was established under the co-directorship of William C. 
Hushing and Robert Oliver. Hushing for many years had directed the 
work of the AFL Legislative Committee and Oliver had directed the 
work of the CIO Legislative Department. 

In December of 1956, after the 84th Congress had concluded its work, 
Hushing retired and Oliver resigned to enter into private legislative 
practice. President Meany in a public statement paid tribute to both 
men for the work they had done. 

The Department was then placed under the directorship of Andrew 
J. Biemiller, who had served as legislative representative for the AFL 
and the AFL-CIO. A former member of the U. S. Congress, Biemiller 
brought to his new assignment many years of experience in labor and 
government. 

Assisting the director in the work of the department are four legisla- 
tive representatives and a technical and clerical staff. The legislative 
representatives are Walter Mason, George Riley, Hyman Bookbinder 
and Jack Curran. 

The Department of Legislation works closely with other staff depart- 
ments and committees. In the preparation of testimony, in the develop- 
ment of specific legislative proposals, and in the dissemination of in- 
formation regarding legislative developments, these departments and 
committees have been of immeasurable value. 

In the course of the last two years, AFL-CIO legislative representa- 
tives have made 115 separate appearances before Congressional commit- 
tees to present testimony regarding pending legislation. In most cases, 
this testimony has been presented by the Director of Legislation or legis- 
lative representatives. In connection with some of the major presenta- 
tions, President Meany and Secretary-Treasurer Schnitzler have pre- 
sented labor’s testimony. And in a number of cases, representatives of 
other departments have joined with legislative personnel in the presen- 
tation of the testimony. 

The scope of the Department’s interests in federal legislation is re- 
flected in the section on national legislation elsewhere in this report. 
In addition, the Department has been available for help to state and 
local AFL-CIO bodies in the matter of state and local legislation. 

Basic legislative policy is determined by conventions. Between con- 
ventions, the AFL-CIO Executive Council functions as the Committee on 
Legislation and makes such policy determinations as are needed. The 
department is also represented at all AFL-CIO Committee meetings 
where legislative matters are discussed. 
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Information To Affiliates 


The Department endeavors to keep affiliated international unions and 
state and local central bodies informed on the status of important legis- 
lation. This function takes three forms: 

Direct Letters are sent to groups which have a particular interest in 
specific legislation, or are able to play an important role in the legislative 
process when a key bill reaches a crucial stage in the Congress. 

Action Bulletins are published at irregular intervals whenever a 
broad, general response from citizens is required to generate interest in 
a legislative program or to encourage action within the Congress itself. 
These bulletins give concise, detailed information on the background, 
substance and status of a bill and request a particular kind of action on 
that bill. 

The Department is responsible for maintaining an up-to-date mailing 
list for the bulletins. The mailing list, in addition to international unions, 
state and local bodies includes numerous requests from local unions for 
additional copies. Requests from public libraries and similar institutions 
are honored. 

Pamphlets summarizing the major actions of a Congress are published 
annually. Two pamphlets have been published since the AFL-CIO 
merger. These pamphlets, “Labor Looks at the 84th Congress” and 
“Labor Looks at the 85th Congress, First Session,” have been favorably 
received because they evaluate the work of Congress and they indicate 
the need for Congressional action. 


Communications and Services To Congress 


Much of the time of the legislative staff is spent in the important 
work of informing members of Congress on important issues. This 
work involves collecting and preparing materials, laying a factual back- 
ground on specific legislative issues and supplying these materials to 
the Congress. 

During the session, the Department communicates with some or all 
members of Congress by mail and occasionally telegram, requesting 
support for a particular bill, These communications serve to generate 
support for the AFL-CIO position. Replies from these communications 
are tabulated and serve to assist the Department to assess the legislative 
situation. 


Administrative and Legislative Committees 


The Administrative Committee of the Department of Legislation is 
appointed by President Meany. This Committee includes the following 
legislative representatives of affiliated unions and departments: William 
Allen, Ernest Benson, Ben Blankenship, James Brownlow, Joseph Coak- 
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ley, John Edelman, Richard Gray, Robert Haskin, Frank N. Hoffman, 
Einar Mohn, George Nelson, Harry O’Reilly, Kenneth Peterson, Paul Sif- 
ton, Tom Walters and Al Whitehouse, with the Legislative Director serv- 
ing as Chairman. 

The Committee discusses strategy on legislative problems and sets up 
the agenda for the monthly Legislative Council meetings. 

During the sessions of Congress, monthly meetings of the AFL-CIO 
Legislative Committee are held to inform affiliates of current legislative 
problems and to share and discuss views and methods relating to items of 
specific interest. 

These meetings are generally chaired by Pres. Meany or Sec.-Treas. 
Schnitzler and are attended by representatives of affiliated unions and 
AFL-CIO trade and industrial departments. 

A report on up-to-date status of legislation is prepared by the staff 
for the meetings. Minutes of the Legislative Committee meetings are 
mailed to all Committee members. 

During the year, the Committee has had two active subcommittees. 
One, the Subcommittee of Industry, which has been active in seeking a 
solution to the problem of runaway shops which has been of great con- 
cern to several AFL-CIO affiliates. A second, the newly-established Avia- 
tion Subcommittee, has been particularly successful in coordinating the 
legislative work of unions in that industry. It is anticipated that addi- 
tional subcommittees will be created. 


Wide Range Of Activities 


The Department assisted in planning for visits of officers and mem- 
bers of affiliated unions coming to Washington. On these occasions, the 
Department holds a briefing meeting for the delegations to assist them 
in presenting their views directly to Congressmen and Senators; also 
secured speakers and confirmed their appointments with Representatives 
and Congressmen. 

The AFL-CIO works closely with other civic and public service groups 
on particular legislative issues and the Department participates in plan- 
ning legislative campaigns with committees coordinating such activities. 
In 1957, this was particularly true in connection with the campaigns for 
school construction, civil rights and natural resources legislation. 

Conventions and Conferences: During 1956 and 1957, the Department 
was invited to participate in many conferences, university seminars and 
other meetings in the public interest. Some of these include AFL-CIO 
Conferences on Atomic Radiation Hazards, National Conference on 
International Economic and Social Development, Religion and Labor 
Foundation, American Immigration Conference, National Civil Liberties 
Clearing House Conference and many others. Yearly we are invited to 
take part at American University in the Air Force Executive Training 
Program and State Department Training School for Foreign Service 
Students. 
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The Department was often invited to speak at international union, 
state and central bodies conventions and conferences. These engage- 
ments are not only a service to affiliates, but also aid the Department in 
stimulating interest and activity in the legislative field. 

Members of the staff helped with the planning and addressed legisla- 
tive institutes for affiliated unions. 

The Department is represented at government meetings on Health, 
Education and other subjects important to the AFL-CIO membership. 

In 1957, the Director of the Department of Legislation appeared on 
two nation-wide TV programs. The Director and the Legislative Repre- 
sentatives participated frequently on the AFL-CIO radio program, “As 
We See It.” 

Voting Records: The Department keeps a detailed voting record re- 
flecting the positions taken by members of the House and Senate. These 
records are not designed for broad distribution, but are intended to be an 
aid in predicting Congressional attitudes and otherwise assisting legisla- 
tive work. 

Bills and Reports: The Department maintains a complete file of all 
bills and resolutions and committee reports filed in both Houses of Con- 
gress. The existence of this file has proved to be advantageous not only 
to the Department but to other AFL-CIO departments and affiliated 
unions as well. 

State Legislation: The Department of Legislation keeps an up-to- 
date record of State legislative activities, particularly “right-to-work” 
laws, laws dealing with any form of anti-union restrictions, action on 
the “millionaires” constitutional amendment, anti-discrimination laws, 
minimum wage laws, child labor laws and occupational health and safety 
laws. 

The Department provides officials of all state central bodies with 
materials and information on State legislative problems. It also handles 
requests and inquiries from persons outside the labor movement per- 
taining to “right-to-work” laws. 


Organization Department 


The first post-merger task confronting the AFL-CIO Department 
of Organization was that of integrating its headquarters and field staffs. 

This was achieved through staff meetings, conferences of regional 
directors and assistant regional directors, and through the natural 
process of developing common bonds while working together on organ- 
izing projects. Meantime, in order to develop closer liaison between 
field and headquarters operations, the country was divided into four 
areas: New England and Middle Atlantic; South; Central; West. The 
four top assistants to the Director of the Department were given the 
responsibility of coordinating the activities of the regions in their 
respective areas. 

At the time of merger, a large number of the field staff still was 
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assigned exclusively to given AFL-CIO affiliates. The decision was 
made that members of the department must be under departmental 
direction at all times. Arrangements were made, accordingly, to trans- 
fer these field representativesfzo0m,the.nationa] and international unions 
to which they had been assigned, giving them regional assignments 
instead. 

Analysis of the nation-wide organizing needs and the geographical 
disposition of the AFL-CIO field staff indicated that a major redistri- 
bution of our field forces was in order. 

Staff allotments on a regional basis were determined according to 
factors of organizing potential, staff size and adaptability, number of 
central bodies, number of directly affiliated local unions and existing 
levels of organization. 

Simultaneously, then, with withdrawal of organizing staff members 
from national and international union assignments, redistribution of 
the field staff was accomplished, in conformity with the above named 
factors. 

The great majority of the AFL-CIO field staff now have regional 
assignments. From time to time non-regional assignments are made 
for specific organizing projects, but on completion of these assignments, 
the staff members are reassigned to AFL-CIO regions. 


Numerous Staff Changes 


Throuzhout the two-year period since merger, a number of staff 
changes have occurred. Harry O’Reilly, Executive Assistant to the 
Director of Organization, who had served as Director of Organization 
for the AFL from 1948 until the merger, resigned from the depart- 
ment in order to accept the position of Executive Secretary of the AFL- 
CIO Maritime Trades Department in July 1956. 

George Reese, former AFL assistant director of organization, who 
had been serving as an assistant to Director Livingston for the Central 
States area, accepted the position of Director of Organization of the 
AFL-CIO Sheet Metal Workers’ Union in September 1956. 

In the same month, William Kircher, longtime assistant to Director 
Livingston in the United Auto Workers, and who had served as the 
assistant to the director for the New England and Middle Atlantic 
States area, left the headquarters staff to fill the post of assistant direc- 
tor for AFL-CIO Region IX. 

Present assistants to the Director of Organization are: 

George Craig, New England and Middle Atlantic States 
(Regions I, II, III, 1X) 
Franz Daniel, Southern States 
(Regions IV, V, VI, VII, VIII) 
John F. Schreier, Central States 
(Regions X, XI, XII, XIII, XIV, XV) 
Carl McPeak, Western States 
(Regions XVI, XVII, XVIII, XIX, XX, XXI XXII) 
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As of the date of the report, the following served as directors and 
assistant directors of the regions indicated: 
Region I, Boston, Hugh Thompson, director; Franklin Murphy, assistant. 
Region II, New York, William Collins, director; Michael Mann, assistant. 
Region III, Philadelphia, Henry McFarland, director. 
Region IV, Baltimore, Oliver Singleton, director. 
Region V, Charlotte, Carey Haigler, director. 
Region VI, Atlanta, Charles Gillman, director; George H. McGee, assist- 


ant. 
Region VII, New Orleans, E. H. Williams, director; Robert Starnes, 


assistant. 
Region VIII, Knoxville, Paul Christopher, director; Arthur Potter, as- 


sistant. 
Region IX, Cleveland, Jesse Gallagher, director; William L. Kircher, as- 


sistant. 

Region X, Indianapolis, Hugh Gormley, director; Frank Cronin, assist- 
ant. 

Region XI, Detroit, Herbert T. McCreedy, director. 

Region XII, Milwaukee, Charles Heymanns, director; Robert Davidson, 
assistant. 

Region XIII, St. Paul, Carl Winn, director; Harold H. Seavey, assistant. 

Region XIV, Chicago, Daniel J. Healy, director; Edward S. Haines, as- 
sistant. 

Region XV, St. Louis, Delmond Garst, director; J. H. Skaggs, assistant. 

Region XVI, Tulsa, Woodrow G. Pendergrass, director; Gobel F. Crav- 
ens, assistant. 

Region XVII, Fort Worth, Lester Graham, director; A. R. Kinstley, 
assistant. 

Region XVIII, Phoenix, Elmer P. Theiss, director; William J. Smith, 
assistant. 

Region XIX, Denver, Fred C. Pieper, director; S. Wesley Johnson, as- 
sistant. 

Region XX, Boise, Charles R. Smith, director; James Leary, assistant. 

Region XXI, Portland, Chester C. Dusten, director; Claude Shaffer, as- 
sistant. 

Region XXII, San Francisco, Daniel V. Flanagan, director; Irwin 
DeShetler, assistant. 

Region XXIII, San Juan, Puerto Rico, Hipolito Marcano, director. 


Twenty-three AFL-CIO Regions were established at the time of 
merger. In 1956, with the merger of the Canadian labor movements, 
the former AFL-CIO Canadian field staff was absorbed by the merged 
Canadian organization and the Canadian AFL-CIO Region was elimi- 
nated. With the elevation of Puerto Rico to regional status the follow- 
ing year, the number of AFL-CIO regions was returned to 23. 

On the accompanying map are outlined the twenty-three AFL-CIO 
regions and the four major organiziny areas. 

Death has claimed seven members of the AFL-CIO Organizing 
Department: Walter deBussey, Ed Geiger, Michael Walsh, Robert 
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Warner, Norman Greenblatt, Joseph Heath and John Green. Each of 
these men had rendered valuable service to the organized labor movement 
throughout the years and will be missed by all who knew them. 


Four AFL-CIO field representatives retired since the merger, Leo 
Flynn, Peter Markunas, Rowland E. James and Walter Smethurst. Their 
contributions to working men and women of this nation over many years 
of faithful service have been significant. They take with them into 
their well earned retirement the best wishes of the workers whose lot 
their organizing labors improved. 

Several AFL-CIO regional directors and a number of staff organ- 
izers were tapped for organizing positions by various AFL-CIO affili- 
ates, as evidence of the high regard in which the AFL-CIO field staff 
is held. One of the staff members resigned upon his election to the 
United States Congress; several were hired by the United States govern- 
ment in various capacities. 

As a result of these and other staff changes as of the date of this 
report, the Organization Department consists of 23 regional directors, 
18 assistant regional directors, 215 field representatives, and 7 members 
of the headquarters staff, a net reduction of 76 since the merger. There 
are, in addition, 56 secretaries, stenographers and clerks in the head- 
quarters and field offices. 


New Procedures Established 


In order to provide fuller information concerning organizing prob- 
lems encountered in the field and the methods used in meeting those 
problems, the department instituted new reporting procedures. 


Each member of the field staff now files reports of daily activities. 
In addition, the regional directors submit monthly reports on forms 
devised by the department that itemize and summarize the total organ- 
izing operations conducted within the region. These reports present a 
comprehensive picture of the status of organizing in every section of 
the country, at any given time. The reports also enable the department 
to maintain accurate records of the activities of the staff as they relate 
to AFL-CIO affiliated organizations. 


The department has striven constantly to improve the nature and 
quality of service to its field staff since upon them rests, ultimately, 
the success or failure of AFL-CIO’s organizing programs. 


In mid-1956 the department issued a set of sample organizing leaflets 
and related literature under the name, “Organizaids”. 


This material was prepared by joint efforts of the headquarters 
staff, field staff members, and educational directors and publicity tech- 
nicians from several AFL-CIO affiliates. Prepared in limited amounts, 
since designed for field reproduction, “Organizaids” received instant 
and wide-spread approval. Requests for the kits continue to come into 
the department long after the supply has been exhausted. 
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Varied Staff Activities 


) in 1957 the department held five area conferences in New 
York City; Atlanta; Kansas City, Mo.; Cleveland, and San Francisco. 
The two-and-one-half day meetings comprised an intensive group anal- 
ysis of the current organizing atmosphere, NLRB policies and pro- 
cedures, organizing techniques, and the sources for research and infor- 
mational assistance available within the framework of the AFL-CIO 
and elsewhere. 

In June of this year, the department instituted a departmental 
information publication called, “Organizational Department Bulletin”, 
whose object is the providing of current useful organizing data. 

Throughout the reporting period, the AFL-CIO regional directors 
have held staff conferences as frequently as necessary to develop the 
most effective regional organizing programs and to maintain constant 
awareness of the policies and programs of AFL-CIO. 

The directors and members of the staff have also participated in 
training or educational meetings conducted by other AFL-CIO depart- 
ments, AFL-CIO national and international union affiliates, and state 
and local central bodies. 

From time to time the full complement of AFL-CIO regional direc- 
tors and assistant directors has been brought into Washington for 
departmental conferences. At these meetings, the group had the oppor- 
tunity of meeting with both the president and secretary-treasurer and 
with the heads of those AFL-CIO departments whose operations are 
closely related to those of the Organizing Department. 

At all times, of course, the department of Organization has enjoyed 
the utmost cooperation from the other AFL-CIO headquarters depart- 
ments in the many projects the department has undertaken. The 
relationship has been a reciprocally helpful one throughout. 

The department of Organization will, in the ensuing period, continue 
to pursue a vigorous program of analyzing its administrative procedures 
with the viewpoint of constant improvement so as to enable it to carry 
out in the most effective possible manner its organizing responsibilities. 


Committee On Political Education 


The Committee on Political Education was formed on December 5, 
1955 through the merger of Labor’s League for Political Education, the 
political arm of the former AFL, and the Political Action Committee 
of the former CIO. It began operations under the co-directorship of 
James L. McDevitt, former LLPE director, and Jack Kroll, former 
PAC director. 

At the outset the organization was established in the offices occupied 
by the former LLPE at 1625 Eye Street, N. W.; in March, 1956, it 
was moved to the AFL-CIO building, where it is presently located. 
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Millions of voting records were distributed by Committee on Political 
Education to unien members throughout America. 


Areas assigned to the nine area directors of LLPE and PAC were 
reassigned to provide each director with a smaller area in which more 
intensive work could be done. The two Women’s Activities Directors 
were designated Eastern Women’s Activities Director and Western 
Women’s Activities Director, with one having responsibility for states 
east of the Mississippi River and the other for states west of this 
boundary line. The special representative concerned with minority 
problems was continued in this capacity. 

Staff departments of PAC and LLPE were merged and constitute 
the headquarters staff of COPE. 

Immediately following the merger, COPE plunged into the primary 
campaigns which were imminent. The drive for voluntary dollars was 
immediately launched with former AFL unions following past pro- 
cedures and former CIO unions doing the same. In 1956 the response 
to COPE’s voluntary contribution drive exceeded the total of any 
previous drives for LLPE and PAC dollars. 


Big Literature Distribution 


In 1956 more than 30,360,000 pieces of literature were printed and 
distributed, including a 256-page basic handbook on political organiza- 
tion, and a speakers’ handbook consisting of 374 pages. A semi-monthly 
newsletter, which is now on a subscription basis, was instituted. Dur- 
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ing the campaign period other materials were produced together with 
a special publication directed to the attention of minority groups. 

A voting record by states, recording over 20,600 votes cast by mem- 
bers of Congress from 1947 through 1956, was published and 10,210,525 
of these individual voting records were distributed through the state 
federations and industrial union councils. 


On March 1, 1957 Co-Director Jack Kroll retired. COPE Chairman 
George Meany appointed James L. McDevitt as national director and 
named Alexander Barkan as deputy director. 

Early in January 1957 the Executive Council directed COPE to 
institute a program looking toward the establishment of a permanent 
registration committee within each local union of every affiliate of the 
AFL-CIO. This program has been carried on throughout the year and 
it is expected to produce results in the 1958 congressional campaign. 


Women’s Activities Departments are currently functioning in 191 
localities, and in 15 states full-time Women’s Activities Directors are 
employed on either a salary or expenses-only basis. 

In 1956 and again in 1957 the Director and members of his staff 
conducted Area Conferences throughout the country attended by state 
and local officials and delegates from local unions. The conferences pro- 
vide for an interchange of ideas and experiences and served to coordinate 
COPE policy throughout the country. 

In 1957 more than 6,000,000 pieces of literature were printed and 
distributed, including posters, special registration material, special 
Women’s Activities leaflets, and fund raising pamphlets, leaflets and 
posters. 

COPE staff members for the past two years have cooperated with 
other departments of the AFL-CIO in providing instructors on COPE 
for schools, speakers at meetings, articles for publications, and the 
preparation of special materials. They have, in turn, enjoyed the 
cooperation of other departments in meeting their problems. 


Department of Public Relations 


Paradoxical as it may seem, the AFL-CIO stands higher and stronger 
in public esteem today than ever before in the history of the trade union 
movement. 

Despite the scandalous situations in certain unions exposed by Con- 
gressional committees during the past two years, the American people 
are convinced that the AFL-CIO is acting promptly and effectively to 
clean up corruption and to oust affiliates dominated by corrupt influences. 
Certainly, if newspaper editorial opinion reflects the status of public 
opinion, the AFL-CIO has earned almost universal praise for its prompt 
and forthright stand against wrongdoing and its establishment of high 
ethical standards for the conduct of union affairs. 
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Radio 


During the past two years, the AFL-CIO has sponsored two radio 
news programs over the ABC network with Edward P. Morgan and 
John W. Vandercook as commentators. Morgan, broadcasting at 7:00 
p.m., eastern time, won the coveted Peabody award for his outstanding 
reporting and interpretation of the news. The citation, for the first time, 
went out of its way to commend the sponsor and the public-spirited 
“commercials”. Vandercook, presenting a 5-minute interpretation of 
news highlights at 10:00 p.m., eastern time, also won wide approval for 
his pithy style and consistently liberal views. 


Free-Time Radio 


The radio networks made free time available for the presentation of 
labor’s views. Notable was the regular interview series, over ABC, 
entitled “As We See It,” with Harry W. Flannery as moderator. In 
addition, Flannery emceed two series of recorded programs called “Labor 
Answers Your Questions” which were carried by more than a hundred 
local stations throughout the country. 


Department of Publications 


During the two years since the merger convention, the Department 
of Publications has prepared and distributed a considerable amount of 
literature concerning the AFL-CIO, its structure, policies and objectives. 

The weekly AFL-CIO News has received a steadily favorable re- 
sponse, both inside the labor movement and among that section of the 
general public which is interested in labor and the labor press. 

The paper has served as a valuable clearing house for information 
about the AFL-CIO, its affiliates and subordinate bodies and about the 
activities of the labor movement in the fields of collective bargaining, 
community services, civil rights, ethical practices, legislation and policies. 
The circulation of the paper is about 125,000 and continuing efforts are 
being made to increase the sale of the official paper to trade unionists 
and groups and individuals outside the labor movement. 

The AFL-CIO American Federationist continues to provide a medium 
for thoughtful and penetrating articles about the major issues in which 
American labor is keenly interested. The American Federationist is 
circulated among the rank-and-file of directly affiliated locals, leaders 
of unions, public officials and students of labor. 

Through the AFL-CIO News Service—which is issued thrice weekly 
—the Department has endeavored to provide the bona fide labor press 
of the nation with current and well-written material, designed to balance 
the local or specialized news which those papers emphasize. The News 
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Service, based on stories prepared for the AFL-CIO News, is limited 
quite rigidly to distribution to labor paper editors. In addition, a Mat 
Service, which includes both cartoons and pictures, is sent out once a 
week to the labor press. 

The Spanish language publication, Noticiero Obrero Norteamericano, 
which is edited and produced in the office of the President, has been sent 
airmail to nearly 10,000 readers in Latin America. Issued semi-monthly, 
as it has been since 1943, the publication brings news of the U. S. labor 
movement to unionists and others throughout Latin America. There is 
every indication that Noticiero Obrero Norteamericano has continued to 
perform a most valuable service in promoting understanding of U. S. 
labor among the peoples of Latin America. 

Close to 60 pamphlets have been produced by the AFL-CIO Dept. 
of Publications—in cooperation with other departments—during the past 
two years. These publications range in content from popular material 
of broad interest to more specialized and technical pamphlets for partic- 
ular groups. Among the “best sellers” have been “Why Unions?”, a 
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discussion of the fundamentals of American trade unionism; “Facts vs. 
Propaganda,” an analysis of right-to-work laws; “The Codes of Ethical 
Practices,’ which has been distributed in large quantities; “Farmers 
and Workers,” a popularly-written discussion of the mutual interests of 
our farming and working population; and “Wages and Prices,” which 
answers anti-labor propaganda aimed at depicting workers as “responsi- 
ble” for inflation. A special kit for students debating the “right-to-work” 
law issue has been put together and is receiving broad distribution. 

The Director of the Department of Publications is Henry C. Fleisher. 

Bernard Tassler is Managing Editor of the American Federationist; 
Saul Miller is Managing Editor of the AFL-CIO News; and Bernard R. 
Mullady is Circulation Manager for the AFL-CIO News. Mullady is also 
the secretary-treasurer of the International Labor Press Association. 

Other members of the Department are: Mrs. Helen J. Cross, Eugene 
A. Kelley, Gervase N. Love, Alfred L. Motley, Mrs. Sally Nichols, Mrs. 
Mary Petock, Milton Plumb, Mrs. Hollace Ransdell, Frederick Ross, Mrs. 
Mary E. Shaw, Willard Shelton, Mrs. Pat Strieter, Mrs. Frances 
Thompson and Robert Wentworth. 
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Department of Research 


The Research Department has assisted the officers, committees and 
departments of the AFL-CIO by providing detailed analyses of economic 
trends, preparing material on a wide variety of issues, and representing 
the AFL-CIO on public and private committees. 


Close contact with government and non-government agencies con- 
cerned with economic and statistical matters has been maintained by 
department members. The research staff has also worked with affiliated 
unions and affiliated state and local bodies on economic issues such as 
wage, tax, and industrial engineering problems. The department has 
issued regular monthly publications and several specialized pamphlets 
on economic topics. Research staff members have participated in meet- 
ings and conferences in all parts of the nation in an effort to increase 
the understanding of AFL-CIO policies. 


Service For AFL-CIO Committees 


Servicing AFL-CIO Committees is an important Research Depart- 
ment function. 

The Department staffs the AFL-CIO Committee on Economic Policy, 
Walter P. Reuther is chairman of this Committee. Stanley H. Rutten- 
berg, the Director of the Department of Research, serves as the Com- 
mittee’s director. 

The Committee has prepared special statements for presentation to 
the Executive Council on current economic developments, such as taxa- 
tion, monetary policy, price changes, natural resources, amendment of 
the Fair Labor Standards Act, and passage of the bill to relieve the 
nation’s “distressed” or labor surplus areas. The Committee has met 
five times in the past two years. 

The Committee’s policy and staff subcommittees include representa- 
tives from the unions most interested in the areas covered by the sub- 
committees and are staffed by the Research Department. The Automa- 
tion Subcommittee, of which Nat Goldfinger is secretary, has studied the 
problems of automation and its impact on workers; the Farmer-Labor 
Relations Subcommittee, of which Frank Fernbach is secretary, has 
explored issues of common concern to farmers and workers; the Atomic 
Energy and Resource Development Subcommittee, of which Seymour 
Brandwein is secretary, planned and carried out the special AFL-CIO 
Conference on Atomic Radiation Hazards in February 1957. 

The Department also furnished the staff for the AFL-CIO Commit- 
tee on Veterans Affairs, chaired by Vice-Pres. William C. Doherty. 
Peter Henle, assistant Director of Research, is secretary of the Com- 
mittee. The Veterans Committee has worked to improve relations 
between veterans and workers and has followed the progress of veterans’ 
legislation through Congress. 
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Staff assistance has also been provided to the AFL-CIO Housing 
Committee by Bert Seidman of the Research staff. 

The AFL-CIO Research Committee, under Sec.-Treas. Schnitzler’s 
chairmanship, reviews the activities of the Department of Research and 
coordinates the views of international unions on research activities. 


Cooperation With AFL-CIO Departments 


Cooperation with AFL-CIO departments was carried forward 
effectively by the Research staff. The Research Department has worked 
very closely with the Legislative Department in preparing and present- 
ing testimony for congressional committees on economic issues. Some 
of the legislative questions on which the department has worked with 
the legislative staff include Amendments to the Fair Labor Standards 
Act; Federal aid for school construction; tax legislation; area redevel- 
opment bill; regulation of the natural gas industry; tariff and trade 
legislation; foreign aid; and the importation of Japanese farm workers. 

The Department has also assisted the Organizing Department by 
developing materials for organizers’ conferences and analyzing possible 
areas for new organization. 

Work with the International Affairs Dept. has included study of 
some of the economic problems faced by trade union organizations in 
other countries. Members of the Research staff have also participated 
in missions to European countries as expert advisers on such subjects 
as productivity and automation. Representatives of the department 
have attended international meetings on GATT and ICFTU meetings. 
A Research staff member attended a meeting of the ICFTU’s Commit- 
tee on Atomic Energy in 1957 and has continued to exchange views on 
this subject. 

Cooperation with the Publications Department has consisted of 
furnishing economic data for news stories and the preparation of 
columns by Research personnel. Staff members have also contributed 
articles to the American Federationist on economic and social problems. 

In cooperation with the Public Relations Department, members of 
the Research Department have from time to time appeared on one or 
more of the regular series of radio programs. 

The Department worked with the Education Department in the 
preparation of a film, “Do Higher Wages Cause Higher Prices?”, which 
explains why price rises need not follow wage increases and emphasizes 
the importance of higher wages to the economy. Cooperation with the 
Education Department has also included participation by Research staff 
in schools and conferences to explain labor’s view on economic subjects. 
Staff members have taken part in workers’ education activities, par- 
ticularly summer schools conducted by affiliated unions. 

The Department has participated in conferences of the Industrial 
Union Department, particularly the white collar and industrial engi- 
neering conferences. 
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Aid to Affiliates 


The department closely watches and reports on collective bargaining 
developments. Special services have been provided to affiliated unions 
or to groups of unions faced with a common problem. Information on 
wages and fringe benefits, reports on financial status of particular 
companies or industries have been provided on request. Information 
services for these groups, as well as for non-labor sources, occupy much 
time of the Research staff. 

With the addition of an industrial engineer to its staff in April 
1957, the department has found it possible to provide information and 
service in the field of industrial engineering. In this connection, the 
Research Department conducted a Time Study Institute in September 
1957 for two international unions. Through publications and direct 
assistance, affiliates’ requests for more technical information on the 
complex areas of job evaluation, time study, and wage incentives can 
be met in the future. 

The Department has also done a considerable amount of work in 
consumer education, encouraging the formation of consumer cooperatives 
and credit unions by affiliated groups. The number of union-sponsored 
credit unions continues to grow. 

The Department has also aided state and local affiliated bodies in 
such economic areas as state and local taxes, by providing both infor- 
mation and direct assistance in formulating programs in their states. 


Relations With Government 


The need for adequate statistics for collective bargaining and eco- 
nomic policy requires constant effort to improve the value of government 
economic statistics. 

Department staff and international union research directors represent 
the AFL-CIO on a special Labor Research Advisory Council, which 
meets with Bureau of Labor Statistics officials for this purpose. Much 
of the Council’s work is done through specific committees on productivity, 
wages and industrial relations, manpower, prices, construction, and 
foreign labor conditions. The Research staff coordinates labor repre- 
sentation on and participation in these committees. In addition, a 
special Labor Advisory Committee meets regularly with the Division of 
Statistical Standards, Bureau of the Budget to discuss other federal 
statistical programs of importance to labor. 

The Department participates in Federal Statistics Users Conference, 
an organization of business, labor and farm representatives, formed in 
1956 for the purpose of improving government statistics through joint 
action. 

The Research Department, in cooperation with the President’s office, 
arranges for labor representatives to sit on industry committees which 
set minimum wages for Puerto Rico. From time to time, Research staff 
members have sat on these committees in Puerto Rico. The staff also 
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coordinates international unions’ presentations and takes part in Labor 
Department hearings to determine the prevailing minimum wage to be 
paid by government contractors under the Walsh Healey Public Con- 
tracts Act. 

Departmental staff members represent the AFL-CIO on government 
Advisory Committees including such committees as the Labor-Manage- 
ment Manpower Policy Committee to the Office of Defense Mobilization, 
the U.S. National Committee for UNESCO, the Labor Advisory Com- 
mittee on Civil Defense to the Department of Labor, the Secretary of 
Labor’s Advisory Committee on Farm Labor, the President’s Committee 
on Employment of the Handicapped, the White House Conference on 
Safety, and various subcommittees of the President’s Committee on 
Scientists and Engineers. 

Department staff members meet regularly with economists from 
government and private groups on various aspects of over-all economic 
policy. In this connection, Department representatives and international 
union research directors participated in a special meeting to exchange 
views with the Federal Reserve Board. A similar meeting has been 
held with the members of the Council of Economic Advisors. 


Publications 


Through its monthly publications, the Research Department provides 
detailed reports on economic and other vital issues of the day. Each 
month Labor’s Economic Review contains an analysis of a major eco- 
nomic or social problem facing the nation. Economic Trends and Out- 
look, issued by the Economic Policy Committee, points up current eco- 
nomic developments and indicators. The Collective Bargaining Report 
describes trends in bargaining of interest to our affiliates. These 
publications are distributed to AFL-CIO affiliates and other union 
groups, to government agencies, to schools, libraries and the general 
public. 

The Department has also prepared pamphlets on specific subjects 
of concern to the labor movement: ‘Twenty-five Questions and Answers 
on Wages and Prices” counters propaganda concerning the wage-price 
spiral; “Consumer Beware” warns of dangers in installment buying; 
“Labor Looks at Automation” emphasizes labor’s view of the new 
technology. The Department has also assisted in preparing other AFL- 
CIO publications, such as “Facts vs. Propaganda, The Truth about 
Right-tc-Work Laws” and “Wages and Prices.” 

The Department also helps to coordinate the activities of research 
directors for the various international unions. Twice a year, the Depart- 
ment holds a meeting of research directors at which common problems 
are discussed. Outside speakers of national prominence are invited to 
some of the sessions to discuss economic issues such as fiscal policy, 
new statistical methods and wage-price developments. 


The Department was instrumental in planning and participating 
in the AFL-CIO Conference on Shorter Hours of Work in September 
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1956. Union officials and research directors were invited to this con- 
ference to discuss special papers prepared in advance on various aspects 
of this issue. The proceedings of the Conference have been published as 
a book, “The Shorter Work Week”, by the Public Affairs Press. 

In addition, the staff has taken part in numerous meetings and 
forums before professional, religious, business and university groups 
in an effort to explain and focus attention on AFL-CIO’s economic 
polices. 

The professional staff of the Department includes: Stanley H. Rut- 
tenberg, director; Peter Henle, assistant director; Seymour Brandwein, 
economist; Frank Fernback, economist; Nat Goldfinger, economist; 
Bert Seidman, economist; Bert Gottlieb, industrial engineer. 


Department of Social Security 


The AFL-CIO Constitution provides that the Committee on Social 
Security, of which Vice Pres. Hutcheson is chairman, and Director Nelson 
Cruikshank is secretary, shall have the responsibility of providing guid- 
ance and information in the fields of social insurance and welfare. 
“Social insurance and welfare” is interpreted as including the areas of 
AFL-CIO interest covered by (1) the Social Security Act; (2) those 
chapters of the Internal Revenue Code relating to social security and 
unemployment taxes; (3) the administration of unemployment compensa- 
tion and the Employment Service; (4) amendments to social security 
legislation, including disability insurance, health insurance, and the 
broad field of public health—as distinct, however, from the field of safety 
and occupational health; (5) the development of such suggestions and 
guides in the field of health, welfare and pension plans, which the AFL- 
CIO should determine appropriate to send to its affiliated organizations; 
and (6) certain aspects of relationships of the AFL-CIO with both 
governmental and private agencies having to do with social security and 
public welfare. 

The Committee recognizes that in this whole broad field there are 
many points at which its concerns touch the areas of responsibility of 
other standing committees and has endeavored to work out cooperative 
relationships with these committees in these areas. 

During the last two years, the Committee has developed a broad 
program for the improvement and extension of the social security sys- 
tem. This program has been adopted by the Executive Council. In the 
consideration of matters affecting legislation, the Committee has had 
the advice and counsel of the director of the Legislative Department. 

Subcommittees were appointed by Chairman Hutcheson to deal with 
certain specific problems. The first of these was a problem affecting both 
the Community Services Committee and the Social Security Committee, 
as it dealth with their joint interests in relation to the National Blue 
Cross Association. The other subcommittee worked with the Committee 
on Economic Policy and a committee from the Railway Labor Executives 
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Association to develop a policy on social security legislation consistent 
with the legislative program of the railway unions with respect to the 


Railroad Retirement System. 


Staff Organization and Activities 


At the beginning of 1956, the Social Security Department consisted 
of the following professional staff members: Nelson H. Cruikshank, 
director, and three assistant directors, Lane Kirkland, Mrs. Katherine 
Ellickson, and Fred K. Hoehler. Mrs. Ellickson’s responsibilities were 
primarily in the field of old-age and survivors insurance and public 
assistance. Kirkland’s primary responsibilities were in the field of health 
and welfare programs, and Hoehler’s responsibility was the field of 
unemployment insurance. Mrs. Mary Erb, a semi-professional staff mem- 
ber, was responsible primarily for the volume of correspondence from 
individual union members and with officers of affiliated organizations. 
Since the spring of 1956, however, she has been on a special assignment 
from the Secretary-Treasurer’s office. 

Hoehler resigned in June, 1956. In February, 1957 his position was 
taken by Raymond Munts. 

In June, 1957 President Meany transferred the responsibility for 
servicing the state branches and affiliated national and international 
unions in the field of workmen’s compensation from the Legislative 
Department to the Social Security Department. In August, Clinton M. 
Fair was appointed assistant director to head this program. This is the 
first time that there has been a full-time professional person in the 
headquarters office in the field of workmen’s compensation. 

The major activities of the social security staff have been directed 
to the forwarding of the program adopted by the convention and the 
Executive Council. 

On legislative matters, the staff works in cooperation with the staff 
of the Legislative Department. In contacts with members of Congress, 
they serve as technical consultants. It is understood that members of 
the Social Security staff do not carry on legislative activities as such. 
Legislative programming and strategy is a responsibility of the Legisla- 
tive Department, whereas, policy and the content of the social security 
program are the responsibility of the Social Security Department within 
the framework of the policies established by the AFL-CIO. 

During the past two years, five regional conferences on State Social 
Insurance Legislation were held under the sponsorship of the Depart- 
ment of Social Security and the State Federations and Industrial Union 
Councils. 

These conferences served the purpose of assisting the officers of state 
organizations in the understanding and implementation of the AFL-CIO 
programs in the fields of unemployment compensation, workmen’s com- 
pensation and legislation relating to health and welfare programs. They 
have all enjoyed the enthusiastic cooperation of the officers of the state 
branches. A member of the Social Security Committee has been the 
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principal speaker at each of the conferences. The Legislative Depart- 
ment has also cooperated in providing staff for these conferences in the 
field of workmen’s compensation. 

Members of the staff of the Social Security Department have, in the 
last two years, made a total of 95 field trips to 53 cities in 30 states, 
and the Territory of Alaska. In addition, Kirkland served as an adviser 
to the Seafarer’s delegate to the Technical Maritime Preparatory Con- 
ference held by the ILO in London, England. 

The director, Mrs. Ellickson and Kirkland have all appeared, at vari- 
ous times, on radio programs and television programs at the request 
of the Public Relations Department and, occasionally, on the direct 
invitation of the radio or TV stations. 

The director, with the assistance of Lane Kirkland, was appointed by 
President Meany to serve on the temporary staff of the Ethical Practices 
Committee during the early period of that Committee’s activities. Both 
officials continue to carry out special assignments in this field. In this 
connection also, Kirkland worked closely with the Legislative Depart- 
ment and the committees of the House and Senate in connection with 
health and welfare plan disclosure legislation. He also assisted state 
branches in analyzing bills before various State Legislatures. 

Cruikshank, Kirkland, Mrs. Ellickson and Hoehler have appeared 
before various Committees of the Congress to present the position of 
the AFL-CIO in the field of social security, public assistance, unemploy- 
ment compensation, and health and welfare plan legislation. 


Representational Assignments 


Both Director Cruikshank and Mrs. Ellickson have served as mem- 
bers of the Federal Advisory Council, the U. S. Department of Labor. 
Cruikshank has served as a representative of the AFL-CIO at the Con- 
ference on Employment of the Physically Handicapped and in the Plan- 
ning Conference on Industrial Safety sponsored by the Department of 
Labor Bureau of Labor Standards. He is a member of the Department 
of the Church and Economic Life of the National Council of Churches 
of Christ in America, and served on the committee which developed the 
statement of that Department in opposition to the so-called “right-to- 
work” laws. In 1956 and 1957 he was a vice-president of the National 
Conference on Social Work. 

Mrs. Ellickson serves as an alternate member of the National Labor- 
Management Manpower Policy Committee. She is also a representative 
of the AFL-CIO on the National Executive Board of the National 
Council on Agricultural Life and Labor and a member of the Executive 
Committee of that organization. She is the AFL-CIO representative on 
the National Committee on Equal Pay and a member of the national 
executive board of the National Consumers League. 

Kirkland is a member of the Federal Hospital Council, whose func- 
tion is to advise the Public Health Service on administration of the 
Hill-Burton Hospital Survey and Construction Act. He is also a member 
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of the Technical Committee on Health and Welfare and Pensions of the 
Industrial Union Department, and a member of the Conference on Hos- 
pital-Physician Relationships and Quality of Medical Care under the 
auspices of the Columbia University School of Public Health. 

Fair will represent the AFL-CIO as the member of the International 
Association of Industrial Accident Boards and Commissions and in rela- 
tionships with the Bureau of Labor Standards of the U. S. Department 
of Labor. 

Munts represents the AFL-CIO in relationships with the Bureau of 
Employment Security of the Department of Labor. 


Office of General Counsel 


During the two years since our Constitutional Convention, the 
Office of the General Counsel has rendered valuable services to the 
AFL-CIO, its affiliates, and its various subordinate bodies. 


These services cover not only the handling of the sizeable aggrega- 
tion of legal problems, both large and small, that must of necessity 
develop upon the merger of large organizations, but the every day legal 
problems, as well, that arise in the course of normal operations. 


The General Counsel’s office has consulted daily with the executive 
officers, department heads and staff members of the Federation on 
matters of a general legal nature and in connection not only with 
litigation arising under the many existing state and federal laws in 
the field of labor relations, but also in advising courses of conduct which 
would avoid such litigation. The Federation has not, during this period, 
sustained any judgment against it and, at the present writing, there 
are no outstanding actions against the organization. The General 
Counsel has been in attendance at all regular and special Executive 
Council meetings, as well as staff and special meetings where legal 
counseling has been required. 

Immediately following the historical convention in 1955, which 
consummated the merger of the AFL and the CIO, the General Coun- 
sel’s office was called upon to handle a conglomeration of legal detail, 
some of which is set forth below. 

The General Counsel’s office assisted in the preparation of detailed 
rules to govern directly affiliated local unions, state central bodies 
and local central bodies. Charter certificates covering all affiliates were 
re-examined apd reworded to reflect constitutional requirements of the 
merged organization. The General Counsel’s office assisted in the 
examination and rewording of constitutions and bylaws submitted by 
merged local and state central bodies, as well as auxiliaries. Banking 
resolutions permitting the continued operation of the financial affairs 
of the Federation were drawn and made effective. A rush program to 
register and protect the copyright and trade-mark interests of the 
Federation, its affiliates and subordinates was undertaken. The neces- 
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sary steps were taken to assure that the newly merged organization, 
its officers and affiliates, were in full compliance with all the require- 
ments of the National Labor Management Relations Act, and that all 
required forms and affidavits were filed and maintained properly. 

While the merger was in its planning days, and during the period 
of early actual operation, the organization was involved in the con- 
struction and occupation of our excellent new Headquarters building 
in the city of Washington, D. C. The General Counsel’s office has 
rendered continued valuable service in assuring a smooth transition 
from the old to the new, in handling the complicated contracts, docu- 
ments and deeds legally necessary. The General Counsel also notably 
assisted the executive officers in the sale and transfer of the old AFL 
building. 

The General Counsel’s office participated in the contract negotiations 
covering the headquarters employees of the AFL-CIO, and in numerous 
and lengthy conferences consulted and reviewed with actuarial spe- 
cialists the formulation of the insurance, pension and retirement pro- 
grams protecting the employees of the Federation, both in the head- 
quarters and field offices. 

The General Counsel’s office has periodically been called upon to 
consult with and advise the officers or representatives of various affili- 
ated national and international unions on matters directly and indirectly 
affecting the interests of the Federation. Subordinate organizations 
such as state and local central bodies have received continued assistance 
from the General Counsel’s office, when requested. Directly affiliated 
local unions have constantly called upon the services of the General 
Counsel’s office on matters relating to their operation, as well as in 
matters having to do with their positions as affiliates of the Federation. 
Primarily of concern to these local organizations has been the frequent 
occurence of “right-to-work” laws in the state legislatures. Equally 
as alarming to our Counsel’s office has been the local registration 
ordinances placed in effect, notwithstanding their repeated rejection as 
unconstitutional by state and federal courts. 


Work With Departments, Committees 


Directors of various departments and committees of the Federa- 
tion have called upon the Genera! Counsel’s office for assistance in 
resolving problems arising in their activities. For example, the Account- 
ing Department has needed legal assistance in the preparation of its 
Internal Revenue, Labor Department, and National Labor Relations 
Board reports; the Department of Organization has called upon the 
General Counsel to assist in organizational problems such as the defense 
against state and local licensing ordinances and the abuses inherent 
therein; the Committee on Political Education has received legal assist- 
ance in the preparation of the reports it is required to file under the 
Federal Corrupt Practices Act; the Publications Department, in the 
preparation of its circulation program; the Civil Rights Committee, in 
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its endeavors in the field of human rights and its efforts to oppose 
registration ordinances. 

Representatives of the General Counsel’s office have been in attend- 
ance at numerous conferences with representatives of the various 
government departments, executive, judicial and legislative. They have, 
as well, met on behalf of the Federation with state and local govern- 
ment representatives. Wage-Hour hearings under the Walsh-Healey 
Act before examiners of the Department of Labor were attended by 
a member of the General Counsel’s office. 

The General Counsel’s office has assisted the executive officers in 
matters involving various internal dispute situations that have arisen 
during the past two years, and have been in attendance at hearings 
involving trusteeships of directly affiliated unions. The staff of the 
General Counsel has also been called upon to advise and assist the 
Executive Officers and members of the Executive Council in the con- 
sideration and disposition of the many problems that have arisen during 
the past two years in connection with the efforts of the Federation to 
insure its freedom from any and all taint of corruption. 

In the past year, at the request of the President, the General 
Counsel’s office convened a conference of attorneys representing affili- 
ated national and international unions for the purpose of discussing 
and reviewing the actions of the courts and the National Labor Rela- 
tions Board in the labor relations field. 


Participated In Litigation 


The Office of the General Counsel has in the last two years par- 
ticipated in the litigation of a number of issues of general importance 
to the labor movement. In a few instances these matters were handled 
exclusively by the Office of the General Counsel. More usually, the 
role of the AFL-CIO has been as amicus curiae upon the request of 
the directly interested union. The AFL-CIO takes part in such cases, 
however, only when the Office of the General Counsel believes that a 
general issue of major importance to the labor movement is involved, 
and usually only in the Supreme Court stage of the litigation. A brief 
summary of major litigation in which the Office of the General Counsel 
has participated in the last two years follows: 

Amalgamated Meat Cutters and Butcher Workmen of North America, 
Local 427 v. Fairlawn Meats, Inc.: This case presented the issue 
whether the States may assume jurisdiction over cases which are 
within the statutory jurisdiction of the National Labor Relations Board, 
but which the federal Board declines in its asserted discretion to 
handle. At the request of the Amalgamated Meat Cutters, the Office of 
the General Counsel filed a brief amicus curiae on behalf of the AFL- 
CIO in support of the proposition that the States may not assume 
jurisdiction over these cases. This position was sustained by the 
Supreme Court. 

Optical Workers Union, Local 24859 v. National Labor Relations 
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Board: In this case the union challenged the legality of standards 
promulgated by the National Labor Relations Board in 1954 for deter- 
mining when to exercise the jurisdiction conferred upon it by the 
National Labor Relations Act. Since the union involved was a directly 
affiliated local union, the Office of the General Counsel handled the 
case directly. However, the Supreme Court declined to review the 
issue. 

Pocatello Building and Construction Trades Council v. Elle Con- 
struction Company: This case involved an issue of pre-emption, viz., 
whether a state court, acting under authority of a state statute pro- 
hibiting secondary boycotts, may enjoin unions from engaging in peace- 
ful picketing and other activities which are fully regulated by the 
National Labor Relations Act and over which the National Board 
exercises jurisdiction. The Supreme Court of Idaho sustained the state 
court injunction, and at the request of the Pocatello Building and Con- 
struction Trades Council, the Office of the General Counsel handled 
the matter in the Supreme Court. Counsel were successful: the 
Supreme Court reversed the Idaho courts and ruled that the state courts 
have no jurisdiction in matters of this sort. 

National Labor Relations Board v. Coca Cola Bottling Company: 
This case presented two issues. The first was whether an employer is 
entitled to litigate in an unfair labor practice case under the National 
Labor Relations Act a claim that the charging union was not in com- 
pliance with Section 9(h)—the non-Communist affidavit requirement— 
of that Act. The second issue was the validity of the Labor Board’s 
interpretation of the term “officer” in Section 9(h) as meaning a person 
occupying a position identified as an office in the union’s constitution 
or bylaws. More specifically, this latter issue presented the question 
whether a state director of the CIO was an officer of that organization. 
Since the CIO was thus involved, the Office of the General Counsel 
filed a brief amicus in the United States Supreme Court on these 
issues. 

In line with the position taken by the AFL-CIO and the NLRB, 
the Court held that an “officer” is a person occupying an office so 
identified in a union constitution or bylaws, and that under this test 
a state director was not an officer of the CIO. It is not clear what the 
Court intended to hold as the right of employers to litigate such issues 
in unfair labor practice cases, and that question is still unresolved. 

Railway Employes Department, AFL v. Hanson: This case involved 
the constitutionality of the 1951 Amendment to the Railway Labor Act 
permitting the negotiation of union shop agreements. At the request 
of the railroad brotherhoods, the Office of the General Counsel filed a 
brief amicus in the Supreme Court on behalf of the AFL-CIO. The 
Court upheld the constitutionality of the Act, sustaining the position 
taken by the railroad brotherhoods and the AFL-CIO. 

In addition to this Supreme Court litigation, the Office of the Gen- 
eral Counsel filed a brief amicus on one issue pending before the 
National Labor Relations Board. That issue is the legality of peaceful 
organizational picketing following defeat of a union in a representa- 
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tion election. A number of cases presenting this issue are pending 
before the Board, and a number of AFL-CIO affiliates are involved 
in them. These cases have not yet been decided by the National Labor 
Relations Board. 


Work on Legislative Matters 


The portion of this report dealing with the Legislative Department 
and its activities will clearly reveal the heavy burden of legislative 
work that was undertaken during the past two sessions of Congress. 

As has been its custom, the General Counsel’s office has played its 
role in studying, summarizing and analyzing legislative proposals 
affecting, or of interest to the Federation. At times the Counsel’s office 
has assisted in the vreparation of statements to be presented to the 
Congress and its various committees. Representatives of the Counsel’s 
office have been in attendance when requested at Congressional hearings 
to assist in the presentation of the position of the Federation either for 
or against legislative proposals. 

In the past two years the General Counsel’s office has participated 
in the preparation of statements and testimony on the following legis- 
lative subjects: Fair Labor Standards Act, Civil Rights Act, Walsh- 
Healey Act and Davis-Bacon Acts, Federal Highway Program, Lobbying 
Act, legislation concerned with the importation of farm workers, D. C. 
Wage Collection Act, various proposals to regulate federal election 
campaign expenditures, various proposals with respect to the govern- 
ment loyalty and security programs, the Bricker Amendment, proposals 
on pre-emption and the conflict between federal and state laws, and 
so forth. 


The Library 


The activities of the Library have greatly increased since moving 
into new and larger quarters early in 1956. It has been possible to 
enlarge the service to our officers and staff at AFL-CIO headquarters, 
and also to the expanding labor movement in general. 

During the past two years the Library has increased its holdings 
substantially through the purchase of new books; through the acquisition 
of additional books resulting from the merger process; and also by 
privately donated collections. 

The total number of books and pamphlets now exceeds 26,000, 
including many rare and out-of-print editions. These volumes cover 
the general subject of labor in its broadest application. Included are 
convention proceedings of national and international unions and state 
bodies; publications of the International Confederation of Free Trade 
Unions; the International Labor Organization proceedings and reports; 
United Nations documents; and annual reports of the federal govern- 
ment and state bureaus of labor. 
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AFL-CIO Library: This is one view of the attractive library in AFL-CIO 
headquarters, It contains an unparalleled collection of labor documents 
and publications. 


For disseminating current information on newly acquired books and 
pamphlets a multigraphed list of Library acquisitions is issued 
bi-monthly. 

The Periodical Section receives over 850 publications monthly, includ- 
ing journals of national and international unions, which are bound for 
permanent reference; weekly labor papers; leading journals of the 
United States and foreign countries on labor and economics; law reviews 
and trade publications. Many of these periodicals are channeled to 
various departments of the AFL-CIO for their information and refer- 
ence. 

An important activity of the Library is the preservation of the 
history-making events constantly occurring in the labor movement. To 
record this knowledge an Information File is maintained. This file not 
only contains current material, but also a wealth of historical data on 
the early years of the labor movement in this country and abroad. It 
is thoroughly indexed in a separate catalog and is used frequently by 
members of the AFL-CIO staff; various international union representa- 
tives; government libraries; private organizations; and students engaged 
in research on labor problems and policies. A service record is kept of 
all requests received and of all persons using the Library. There have 
been 4,250 inquiries processed since the merger. 


The Trophy Section of the Library is a source of great interest to 
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visitors. This section contains a replica of the Samuel Gompers Monu- 
ment located in Gompers Square, Washington, D. C.; the personal library 
of Samuel Gompers; and the mementos and awards of both Samuel 
Gompers and William Green. 

Since the dedication ceremonies of the new building in June, 1956, 
the Library Guest-Book records that 1,100 persons have visited the 
Library—many from foreign lands. 
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Building and Construction 
Trades Department 


Organization 


Since the merger Convention, the Department has issued charters 
to 10 newly organized Local Building and Construction Trades Councils 
and charters to seven newly organized State Building and Construction 
Trades Councils. There are now 593 Local Councils and 29 State 
Councils. 


To keep these Councils and the 19 affiliated international unions 
informed of current events which vitally affect them, the Department, 
in addition to its extensive correspondence, continued publication of its 
monthly official organ, the Building and Construction Trades Bulletin, 
which has been well received. 


In our opinion, organization of the unorganized building and con- 
struction tradesmen has not kept pace with the increased on-site con- 
struction activity. That is not to say that affiliated International 
Unions have not made strenuous efforts. They have, and they have 
met with some success, but our potential has not been fully realized. 
This condition is due to several main factors: 


1. The grossly unfair provisions of the Taft-Hartley Act, par- 
ticularly its unrealistic secondary boycott and mandatory injunction 
provisions, and the inability of the National Labor Relations Board 
to hold elections and grant “certification” to building trades unions. 
The interpretation of the secondary boycott by the U. S. Supreme 
Court in the Denver Building Trades case is well known and requires 
no amplification. So also with the mandatory injunction and Board 
election procedures, both of which work particular hardship on build- 
ing tradesmen. The Department has been exerting every effort to 
obtain legislative relief from these unfair and impractical provisions. 
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2. The existence of 18 state compulsory open shop statutes; and 

3. The strong anti-labor attitude of many state and municipal 
officials, particularly in the south, which has had a tremendous growth 
in construction activity. This attitude has been encouraged, abetted 
and actively supported by anti-labor manufacturers and non-union 
contractors. 

The Department has been endeavoring and will continue to exert 
every effort to further the organizational objectives of its affiliated 
international unions so that all construction workers will enjoy the 
benefits which building trades unions offer. 


Legislation 


The Department has devoted a great deal of time and effort to legis- 
lative work. During the past two years the Department was particularly 
concerned with five major legislative objectives. 

First was the passage of the multi-billion dollar Highway Con- 
struction Program. This program was of tremendous importance to 
building tradesmen, both as citizens and as construction workers. It is 
estimated that about 147,000 new on-site construction jobs have been 
created by this legislation. We were especially gratified that the enact- 
ing legislation contained a Davis-Bacon provision protecting the prevail- 
ing wages of building tradesmen who will work on the 42,000-mile 
interstate highway system. This is the first time that federal highway 
legislation has included this protective provision and the Department 
wants to thank the staff of the AFL-CIO Legislative Department for 
assisting us in awakening both Houses of Congress to the need for the 
Davis-Bacon provision. 

The second legislative objective of the Department was and still is 
to secure corrective amendments to the Taft-Hartley Act. Ten long 
years have passed since this Act was passed. The Department has been 
exploring every avenue and every way to obtain some relief from the 
odious provisions of the Act. It is still unchanged and it would be 
perhaps fruitless to even summarize all our efforts at amending the Act. 
However, the Department would like to briefly touch on efforts in the 
past two years. 

In the 84th Congress, the Department supported legislation intro- 
duced in both the House and Senate which had four objectives: the 
legalization of the pre-hire contract in the building industry; correction 
of the secondary boycott provision; elimination of the mandatory injunc- 
tion, and repeal of Section 14(b) which encourages and promotes State 
compulsory open-shop laws. 

When it became apparent that, for a multiplicity of reasons, no 
action was going to be taken, the Department, in May 1956, decided 
to explore another approach to the problem. 

While it is true that our proposals had received support from both 
industry and Government, that support did not seem to have a unified 
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impact. Thus, the Department felt that a unified approach of govern- 
ment, construction unions and construction employers might impress the 
Congress with the need for action. 


With this idea in mind, we asked President Eisenhower if the 
Department of Labor might arrange for a meeting of representatives 
from management and labor in the construction industry to discuss 
amendments to the Taft-Hartley Act. President Eisenhower and Sec- 
retary of Labor Mitchell agreed that such a meeting might be helpful, 
and accordingly a series of meetings were held. 


Out of these deliberations came an Administration-backed bill that 
was introduced in both the House and Senate. This bill was considerably 
less than what we had hoped for, but it did provide some help. The 
main provisions called for removing apprenticeship programs supported 
by financial contributions of contractors from the threat of criminal 
prosecution; to authorize NLRB certification without elections in the 
construction industry, and to clarify the status of contractor association- 
wide bargaining. 

The first session of the 85th Congress has now passed and hearings 
have not been held in either the Senate or House of Representatives. 


Davis-Bacon Act 


The third legislative objective of the Department has been to 
modernize the Davis-Bacon Act. The Department supported similar 
bills to accomplish this purpose in both the 84th and 85th Congresses. 
The Davis-Bacon Act requires that contractors working on direct fed- 
eral construction pay the prevailing local wage rate as predetermined 
by the Secretary of Labor. This Act was passed in 1931 and building 
tradesmen feel that modern conditions require amendments to bring 
the protective features of the law up-to-date. 

The need for modernizing the Act seems obvious. The basic principle 
of the Act is that public tax money should not be used in a way that 
would undermine local labor conditions. At the time of its passage, 
the Act fulfilled its purpose. 

However, two developments have made the Davis-Bacon Act not 
truly protective. One of these developments has been the emergence of 
health and welfare plans, retirement plans, vacation plans and other 
so-called fringe benefits supported by contractor contributions. The 
extent of these developments can be seen in a study made by the federal 
government which states: “The proportion of organized construction 
workers covered by union-negotiated health and welfare plans rose to 
about 65 per cent.” As can ke seen, fair employer-contractors and thus 
their employes, our building tradesmen operate under a disadvantage 
in bidding for government contracts. This is because the Department of 
Labor predetermines only the hourly prevailing wage rate. 
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AFL-CIO Community Services and Building Trades unions, in coopera- 
tion with Red Cross, rebuilt homes of Hurricane Audrey disaster victims 
in Louisiana. 


Indirect Spending on Construction 


The other development that has made the Davis-Bacon Act not 
truly protective has been the trend in recent years toward indirect 
federal spending on construction. Back in the thirties, almost all federal 
spending on construction was direct spending and such programs auto- 
matically carried the protective features of the Davis-Bacon Act. Today, 
most of the federal spending on construction is in the form of grants or 
guarantees and this construction is not covered unless specifically noted 
in each enabling legislation. 


The remedy that we have proposed is a simple one of seeing that al! 
construction financed directly or indirectly with federal money is covered 
by Davis-Bacon prevailing wage principle. Thus, our proposals would 
(1) broaden the coverage of the Act, (2) modernize the prevailing wage 
concept to include fringe benefits, (3) put hours of work and overtime 
payments on a prevailing basis, and (4) centralize authority in the 
office of the Secretary of Labor. 


We would like to point out that some progress on the need for 
modernization of prevailing wage laws has taken place on the state 
level. In New York, Governor Harriman signed into law an amend- 
ment to the state prevailing wage law which requires that the pre- 
determination of “prevailing wage” take into account fringe benefits. 
This measure had active non-partisan backing as both Republicans and 
Democrats introduced legislation to accomplish this end. We have been 
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informed that similar proposals will be placed before other state legis- 
latures. 

Another legislative objective of this Department in the past two 
years has been to secure a school construction program and specifically 
to have included in such a bill a Davis-Bacon prevailing wage provision. 

We might say in passing that if the amendments to the Davis-Bacon 
Act were passed, as we have outlined above, it would be unnecessary 
for building tradesmen to be concerned about the prevailing wage pro- 
vision being included in the school construction bill. Whenever a bill 
involving the use of Federal money for federally-assisted construction 
comes up before the Congress, building trades labor leaders have found 
it necessary to go to the Congress and explain the need for a prevailing 
wage provision. In the Highway Bill passed last year, the Congress 
either in Committee or on the floor acted upon the prevailing wage 
provision 19 separate times, so it can be seen that a great deal of time 
and effort goes into getting this simple, well-recognized protection 
written into law. 

Needless to say, the Department supports wholeheartedly the posi- 
tion of the AFL-CIO in regards to both the need for schools and the 
need for Federal assistance for school construction. We might add that 
although the School Construction Bill was defeated in the first session 
of the 85th Congress, we were successful in having the bill, as it reached 
the floor of the House, contain a Davis-Bacon prevailing wage provision. 
We intend to exert every effort to «ce to it that further bills of similar 
nature also contain this protective feature. 


2,000,000 Homes Needed Each Year 


The fifth major legislative objective of this Department has to do 
with housing. In the 84th Congress, we supported the Lehman Housing 
Bill, and passage of a great deal of that program did much to keep 
housing from slumping as much as it has. In the 85th Congress, no 
comprehensive housing bill was introduced but the Department cooper- 
ated with the AFL-CIO Housing Committee under the able chairman- 
ship of President Bates of the Bricklayers. 

The Department is in complete accord with the AFL-CIO position on 
housing that the nation should be building homes at the rate of at least 
2,000,000 homes a year in contrast to the 900,000 being built this year. 
This 2,000,000 units per year rate of housing is necessary so that all 
American families will have a decent place in which to live. 


However, the mere stating of the goal or the need for a greatly in- 
creased rate of home building is not enough. Actions speak louder than 
words. Thus, we want to especially commend the practical action taken 
by some international unions to stimulate housing activity. The Inter- 
national Brotherhood of Electrical Workers, for example, has begun a 
program of investing in housing mortgages. This not only stimulates 
housing and affords the union with a better return on its money (which 
is guaranteed by the federal government) than from Government bonds, 
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but it can also be used as an organizing instrument. We would also 
commend other international unions, such as the International Ladies 
Garment Workers Union, which has also invested considerable sums of 
money in housing mortgages. 

All the legislative objectives of the Department have received great 
impetus from the Building Trades Department National Legislative 
Conferences which have been held here in Washington in each of the 
past three years. Secretary of Labor James P. Mitchell, in his address 
to the Third Legislative Conference had this to say about the Confer- 
ences: 

“Now, to a large extent, due to the efforts of this Confer- 
ence, you succeeded in getting the Davis-Bacon Act included 
in the Highway Bill, and I say to a large extent due to the 
efforts of this Conference, and I sincerely mean it, because 
I know last year what the effects of your visits to Congress 
were on the Hill in terms of the Davis-Bacon Act in the 
Highway Bill.” 


President George Meany in his address at the same Conference com- 
mented on the large turnout (over 2,500 delegates from 46 states, the 
District of Columbia and Alaska) saying: 


“I am very much encouraged to see the attendance at this 
Conference. This I believe is the Third Conference held by 
the Building Trades Department on legislative questions and 
I am informed that at each succeeding Conference the at- 
tendance has increased. And the reason I feel encouraged is 
because I think that there has come a recognition on the 
part of the’ representatives of the trades union movement 
in this country that more and more, as the years go on, the 
future of our movement, the welfare of the people we rep- 
resent, has become the subject of legislative action.” 
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Highway Program: A big new national highway program will use 
modern machinery and work of many thousands of men to build badly 
needed roads for the country’s auto traffic. 
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Revised Constitution 


In accordance with Article XII, Section 4 of the AFL-CIO Con- 
stitution, the Department’s Constitution was revised to bring it into 
conformity with the merged Constitution. 

The Constitution was modernized and provisions which were contrary 
to state and federal labor laws were eliminted. 

A Special Convention was held in Atlantic City, N. J., in August, 
1957, and the revised Constitution was approved unanimously. 


Apprenticeship 


Apprenticeship training has always been and continues to be of 
great importance not only to our unions and contractors but also to the 
general public. One of the strengths of our building trades unions has 
been the ability to supply our contractors with well-trained men. 

Substantial progress has been made in the field of training both 
apprenticeship-wise and in journeyman training. The Bureau of Ap- 
prenticeship of the United States Department of Labor reports that 
there are now over 3,932 union-employer apprenticeship committees in 
the building trades and that there were over 112,000 apprentices in 
training as of the first of this year. 

With the introduction of new techniques and new processes, the 
training of journeymen has also become of increasing importance. Some 
of our unions have recognized the fact that the need for training does 
not stop after apprenticeship, but that building tradesmen must be 
trained in these new developments. 

Of particular note has been the efforts of the United Association of 
Journeymen and Apprentices of the Plumbing and Pipe Fitting Industry 
of the United States and Canada, and the work of the International As- 
sociation of Bridge, Structural and Ornamental Iron Workers to train 
their journeymen in new techniques and new skills. 


Safety 


In each of the last two years, about 210,000 building tradesmen were 
injured while working. Of these, 2,500 were killed and 6,600 suffered 
some degree of permanent physical impairment. This is a sad record. 
Year by year, our building trades unions have made efforts to reduce 
injuries and to impress upon their members the importance of safety. 
There has been some improvement, but certainly not enough. 

However, some local Building and Construction Trades Councils have 
made noteworthy advances. Improvements can als9 be made on the state 
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level as a great deal of construction work is done outside city limits 
where no local building safety code exists. 

One of the basic problems in getting action from state officials is the 
scarcity of facts that point up the seriousness of the problem. With 
statistics on the frequency of accidents and the seriousness of them, it is 
easier to convince state legislatures of the need for safety codes and 
the need for proper enforcement of codes. A case in point is the progress 
being made in New York State. 

In September of 1956, at the Governor’s Worker Safety Conference 
held in Albany, the construction section studied the safety problem. A 
representative of this Department acted as summarizer of the construc- 
tion section. It was brought out at this conference that there were no 
reliable statistics in New York State on construction injuries. Realizing 
the adage that fiction fades before facts, a recommendation was made 
that a definite study of construction hazards and accidents be made. 
This study was made and furnished the basis for formulating plans for 
a concerted drive to radically reduce the toll of death and disablement 
that has marred construction work in New York State. 

The assembly of accident statistics has tremendous value, not only 
in persuading reluctant legislators, but perhaps its chief value is in pin- 
pointing the hazardous areas. Prevention cannot be accomplished by 
statistics. Action must follow fact finding. Both consultation and law 
enforcement can do much to help reduce the grave and serious losses 
that accidents cause. 


National Joint Board for the Settlement of 
Jurisdictional Disputes in the Building and 
Construction Industry 


On April 1, 1958, the National Joint Board for the Settlement of 
Jurisdictional Disputes in the Building and Construction Industry will 
commence its tenth year of operations. 

The work of this Board demonstrates conclusively that even most 
vexing problems in labor-management relations can be best solved by 
private bodies conversant with the problems. 

Naturally, there have been times when some of our affiliated inter- 
national unions have not been completely satisfied with all the activities 
and procedures, but all have worked to make the Joint Board truly ef- 
fective. We continue as we have in the past to seek improvements in the 
Joint Board procedure so as to simplify its operations and achieve a 
more expeditious settlement of disputes as they arise. 

The new Constitution of the Department (like the old one) requires 
that all jurisdictional disputes between or among affiliated International 
Building and Construction Trades Unions be settled according to the 
Joint Board plan. In addition, the revised Constitution and By-Laws 
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Governing Local Building and Construction Trades Councils contains 
the following provision: 


“Local Councils and all local unions affiliated with the 
Council, shall incorporate in all collective bargaining agree- 
‘ ments without change the following provisions: 

“All jurisdictional disputes between or among building 
and construction trades unions and employers, parties to 
this agreement, shall be settled and adjusted according to 
the present plan established by the Building and Construc- 
tion Trades Department (Plan for National Joint Board 
for Settlement of Jurisdictional Disputes in the Building 
and Construction Industry) or any other plan or method 
of procedure that may be adopted in the future by the 
Building and Construction Trades Department. Decisions 
rendered shall be final, binding and conclusive on the em- 
ployer and union parties to this agreement.” 


The National Joint Board rendered 354 job decisions in 1956, com- 
pared to 297 in 1955 and 266 in 1954. There were a total of 688 actions 
of all types in 1956, as compared to 569 in 1955 and 533 in 1954. 


On June 6. 1957, Richard J. Mitchell of Pittsburgh, Pa., was named 
as chairman of the National Joint Board. He succeeded Dr. John T. 
Dunlop of Harvard University, who resigned for personal reasons. Dr. 
Dunlop had been chairman of the Joint Board since its creation in 1948. 


Economic Review and Outlook 


Construction reflected and contributed to the prosperity which the 
nation continued to enjoy in 1956 and 1957. Expenditures for new con- 
struction rose 3 per cent in 1956 above the 1955 peak and in 1957 are 
running about 2 per cent higher than in 1956. In mid-1957, expenditures 
for new construction were running at the annual rate of $46,380,000,000. 
In addition, expenditures for alterations and repairs were running at 
the rate of about $15,000,000,000. Thus, total construction expenditures 
in 1957 should be in the neighborhood of $61 billion, which will be about 
14 per cent of the gross national product of the country. 


For the first time in the post war period, there have been declines 
in the number of homes built. Housing starts for 1956 were 16 per cent 
lower than in 1955, and in the first half of 1957 housing starts fell 
another 16 per cent to about 950,000. Virtually all of this drop was in 
housing financed with Government-insured or guaranteed mortgages. Al- 
most as many homes with conventional financing were started as 
previously, but starts under both the FHA and VA programs were down 
about 30 per cent. 


The major upswing in construction expenditures which offset the 
declines in housing has been the increases in industrial building, public 
utilities and commercial construction. The rate of expansion in industrial 
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building was particularly rapid in 1956 as expenditures rose 25 per cent 
over the 1955 figure. This rise continued into 1957 as industrial ex- 
penditures rose another 11 per cent in the first half of the year or an 
annual per cent in the first half of the year or an annual rate of 
$3,276,000,000. Commercial building which had risen in 1955 over 38 
per cent continued to rise, but at a slower rate—8 per cent in 1956 and 
a slight decline in the first half of 1957. This reflected a leveling off in 
outlays for store building as expansion of office and warehouse space 
continues unabated. 

Expenditures for public utility construction in 1956 rose by about 
half a billion dollars to a new record total of more than $5 billion. All 
major utilities—electric, gas, railroads, telephone and petroleum pipe 
lines—shared in the 10 per cent increase over 1955. For the first half 
of 1957, these expenditures continued to reach new highs, with about 
an 11 per cent increase over 1956. 

Although highway construction rose slightly in the past two years, 
it has reflected only to a minor degree operations under the comprehen- 
sive Federal Aid Highway Act passed in mid-1956. As this program gets 
under way, expenditures should rise very sharply. 

Contract awards which indicate what we can expect in the way of 
expenditures show a moderate increase. The largest gain is in the 
utilities group, which showed a 49 per cent increase from the first half 
of 1956. Non-residential building and public works showed gains in 1957 
of 5 per cent and 11 per cent respectively. Residential awards were still 
below last year’s total, by about 5 per cent. Contract awards for high- 
ways and bridges continue to be a major source of strength in public 
construction. 

As a result of high construction expenditures, on-site employment of 
building tradesmen has been at high levels with average monthly em- 
ployment in contract construction of 2,993,000 in 1956. By mid-1957 em- 
ployment averaged 3,210,000. 

The wage picture has also been favorable with all trades recording 
advances. As of July 1, 1957, the average rate for all union building 
tradesmen was $3.20 an hour—16 cents (5.3 per cent) more than a year 
earlier, according to a survey by the Bureau of Labor Statistics. This 
average wage rate does not include the so-called fringe benefits which 
are included in over 65 per cent of our contracts. 

The average work-week in 1956 was 37.3 hours, a slight rise from 
1955. Thus far in 1957, the work-week has been relatively stable and on 
the average was the same as in 1956. Weekly earnings in mid-1957 were 
$106.11 or about $1 less than the all-time high of October, 1956. 

The economic outlook on the whole looks pretty good for building 
tradesmen. The short run and the long run outlook are both favorable. 

The outlook for the short run is largely dependent upon the avail- 
ability of credit. The demand is there but the money has been tight for 
the past eight months. Economists may argue as to the causes of tight 
money, but the results are obvious to all, particularly construction 
men. It affects not only housing but every phase of construction. For 
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example, the tight money market has caused the cessation of the 
billion-dollar lease purchase program which was to help build post 
offices and Government buildings. It has also caused the postpone- 
ment of much needed school construction and hospital and airport 
construction. 


However, as we have indicated, the effect of the tight money policies 
is seen most clearly in the housing field. We feel confident that as the 
credit pinch lessens, the pent-up demand for housing will bring a new 
burst of housing activity. The Housing Act of 1957 will be of great 
help as more credit becomes available. In fact, this legislation is 
designed to increase the flow of mortgage money into the housing field 
by permitting reductions in the minimum down payment and by the 
increases in the amount of money that the Federal National Mortgage 
Association can use to buy up mortgages from the banks. 


Another source of pressure for new construction will be the urban 
renewal and slum clearance programs which, if activated, will exert a 
tremendous demand for not only new construction but for new homes 
to house those displaced by these programs. 

The outlook for th long pull is equally encouraging. The need 
for new homes and the concurrent need for all related types of con- 
struction will be especially great in the early 1960’s. The rate of 
family formations and thus the need for more houses will be very high. 
This is due to the high birth rate of the 1940's. 


Building Trades — Industrial Unions 
Jurisdictional Conflicts 


At the time of the merger convention in December 1955 and prior 
thereto it was an established fact that jurisdictional conflicts existed be- 
tween building trades and industrial unions. This conflict over job rights 
has greatly increased during the past two years as is evidenced by the 
number of complaints received by this Department from local building 
and construction trades unions throughout the United States. The 
President of the AFL-CIO has been notified in writing of each such 
situation. 

We do not mean to overstate the importance of this unresolved prob- 
lem nor do we intend to understate its importance. We sincerely feel 
that until a mutually agreed upon solution is found there can be no 
real unity in the labor movement. This is not an idle statement—it 
is made based upon factually documented cases. For example, there is 
a situation in the South at a large steel plant in which the United Steel 
Workers in an effort to obtain for its members jobs which were being 
done by building tradesmen working for a construction contractor under 
contract to the Steel Company went so far as to place pickets at the 
entrance to the plant gate—the picket signs read: 


“Hi Ho—Centractors Must Go” 
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Photographs of the Steel Workers pickets and their signs are avail- 
able for all to see. 


This we believe is not an unusual or particularly exceptional case. 
Rather, it appears to be typical of what has been happening throughout 
the United States in the past two years. In Buffalo, New York, it was 
the United Auto Workers who brought pressure upon a single employer 
to get rid of construction contractors employing building tradesmen in 
over ten separate plants. In Oakland, California, it was the Steelworkers 
putting up a new plant addition at a cost of $144 million. In this in- 
stance, pickets were placed at the job site by the Oakland Building and 
Construction Trades Council. In South Bend, Indiana, the United Auto 
Workers put up a picket line and stopped construction in an effort to 
take construction work away from building tradesmen. 


Nothing is to be gained by a recital of a long list of similar picket 
line cases, which incidentally are not confined to Auto Workers and Steel 
Workers. Rather we think it more appropriate to set forth the efforts 
made to seek a solution to this still unresolved vexing problem over job 
rights. As for this Department, our efforts toward solution began prior 
to the merger. This is the record as we find it, as of October 1, 1957. 


Significant Pre-Merger Efforts 


On August 3, 1955, in Chicago, Illinois, the Executive Council of the 
Building and Construction Trades Department directed the appointment 
of a Committee to meet with representatives of the AFL Unity Com- 
mittee concerning certain parts of the proposed AFL-CIO merger Con- 
stitution bearing on the jurisdiction of building and construction trades 
unions. 


On August 9, 1955, in Chicago, a committee from the Department’s 
Executive Council met with representatives of the AFL Unity Committee 
at which time the Building Trades Committee was assured by the Presi- 
dent of the AFL that the jurisdiction of building and construction 
trades unions would be protected and preserved. Outcome of this meeting 
was that the Building Trades General Presidents were invited to send 
to the President of the AFL their recommended changes in the proposed 
merger Constitution and that the Building Trades Committee would meet 
with the full AFL-CIO Unity Committee. 


On September 30, 1955, in Washington, D. C., the Building Trades 
Committee met with the full AFL-CIO Unity Committee at which time 
it was agreed the CIO Unity Committee members would appoint a sub- 
committee to work out a solution to the Building Trades-Industrial Union 
jurisdictional problem. 


On October 7, 11, 13, 14 and 15, 1955, a majority of the Building 
Trades General Presidents forwarded to the President of the AFL, 
pursuant to an understanding reached in Chicago on August 3, 1955, 
their recommended changes in the proposed AFL-CIO merger Constitu- 
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tion. One such change urged by all of these Building Trades General 
Presidents pertained to Article III, Section 4, as follows: 


“The integrity, AUTONOMY AND JURISDICTION of each 
such affiliate of this Federation shall be maintained and preserved. 
Each such affiliate shall respect the established bargaining relation- 
ship of every other affiliate and no affiliate shall raid the established 
collective bargaining relationship of any other affiliate. PROVIDED, 
HOWEVER, THAT THIS PROHIBITION SHALL NOT APPLY TO 
CRAFT UNIONS AND THAT A CRAFT UNION SHALL HAVE 
THE RIGHT TO ORGANIZE AND DEFEND ITS CRAFT JURIS- 
DICTION IN ALL AREAS, INCLUDING THE RIGHT TO OR- 
GANIZE AND ASSERT JURISDICTION OVER ALL NEW 
BUILDING AND CONSTRUCTION WORK AS WELL AS MAJOR 
ALTERATIONS AND REPAIRS TO EXISTING PLANT FACILI- 
TIES.” (Portion in caps was urged by Building Trades to be added) 


This suggested change in the proposed merger Constitution was not 
made. Presumably it and other changes urged by the Building Trades 
were rejected by the AFL Executive Council at the meeting held on 
October 24, 1955, in New York City. The Constitution as formally 
adopted in Convention on December 5, 1955 does not contain this sug- 
gested change. 

On November 7, 1955, in Washington, D. C., the Building Trades 
Committee met with the subcommittee of the CIO Unity Committee 
but failed to reach an understanding on jurisdiction. 


On November 14, 1955, in Washington, D. C., the Building Trades 
Committee met with the subcommittee of the CIO Unity Committee and 
again failed to reach an understanding on jurisdiction. 

On November 29, 1955, in New York City, the Building Trades Com- 
mittee met with the subcommittee of the CIO Unity Committee but 
again failed to reach an understanding on jurisdiction, but agreed to the 
creation of formal committees from the Building and Construction 
Trades Department and from the Industrial Union Department (when 
formed), such formal committees to work out a solution to the jurisdic- 
tional problems of building trades and industrial unions. 

On November 30, 1955, in New York City, the Building and Con- 
struction Trades Department in Convention assembled adopted a resolu- 
tion establishing a committee to meet with a similar committee from the 
Industrial Union Department (when formed) to work out a solution to 
building trades-industrial union jurisdictional problems. 


Significant Post-Merger Efforts 


On December 7, 1955, in New York City, the Industrial Union De- 
partment at its first convention adopted a similar resolution to that 
adopted by the Building and Construction Trades Department Convention 
on November 30, 1955. 
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On December 8, 1955, in New York City, the AFL-CIO Convention 
adopted a resolution creating a formal committee between the Building 
and Construction Trades Department and the Industrial Union Depart- 
ment, said resolution provided in pertinent part: 


“That a permanent committee be established composed equally of 
representatives of the Building and Construction Trades Department 
and from the Industrial Union Department, and that the duties of 
this permanent committee shall be to develop rules of procedure for 
the adjustment of any conflict of interest that may presently exist 
or may arise in the future, said rules of procedure when formulated 
shall be subject to the approval of the Executive Council of the 
merged Federation in accordance with the Constitution.” (Merged 
AFL-CIO Convention proceedings 1955, page 165) 


On January 5, 1956, pursuant to request of the President of the 
AFL-CIO, the Presidents of the Building and Construction Trades De- 
partment and Industrial Union Department submitted the names of their 
respective committee members. 

On February 8 and 9, 1956, in Miami Beach, Florida, the first joint 
Building Trades-Industrial Union Departments Committee meetings were 
held. No agreement or understanding was reached. 

On April 23, 1956, in Washington, D. C., joint Building Trades- 
Industrial Union Departments Committee met, but no agreement or 
understanding on jurisdiction was reached. 

On April 24, 1956, in Washington, D. C., the joint Building Trades- 
Industrial Union Departments Committee again met and failed to reach 
agreement or understanding on jurisdiction. 

On April 26, 1956, in Washington, D. C., at a meeting of 18 Building 
Trades General Presidents, after a review of the many meetings held 
with Industrial Union representatives and in view of the fact that 
Industrial Union representatives would not even agree that “new con- 
struction” was the exclusive jurisdiction of the building trades, the 
General Presidents unanimously adopted a resolution to use every effort 
to block local and state mergers, it being their purpose and objective to 
compel high level serious consideration to be given to this serious 
problem. 

On June 15, 1956, in Washington, D. C., at a meeting called by the 
President of the AFL-CIO of all General Presidents of the Building 
Trades Department, the President of the AFL-CIO stated he would 
personally attempt to work out a solution upon retraction of the building 
trades’ efforts to block local and state mergers. 

On June 16, 1956, pursuant to action of the General Presidents of the 
Building Trades Department, at the request of the President of the 
AFL-CIO, notification was issued withdrawing the building trades efforts 
to block local and state mergers. 

On July 10, 1956, in Washington, D. C., a six-man subcommittee of 
the AFL-CIO Executive Council under the chairmanship of and ap- 
pointed by the President of the AFL-CIO met and came up with two 
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proposals, one dated July 5, 1956 (commonly referred to as the Bates 
proposal) and one dated July 9, 1956 (commonly referred to as the 
Goldberg proposal). 


On August 6, 1956, in Washington, D. C., pursuant to the call of the 
President of the AFL-CIO and under his chairmanship, a meeting of the 
six-man committee of the AFL-CIO Executive Council and the joint 
Building Trades-Industrial Union Committee was held at which time it 
was agreed to refer the proposals of July 5th and July 9th to the joint 
Building Trades-Industrial Union Committee for consideration. 


On August 7, 1956, in Washington, D, C., the joint Building Trades- 
Industrial Union Committee met and failed to reach agreement on either 
the July 5th or July 9th proposals. At this meeting, the Industrial 
Union representatives put forward their own proposal dated August 7, 
1956, which is but a slight modification of the unacceptable so-called 
Goldberg proposal dated July 9th. 


On August 27, 1956, during the AFL-CIO Executive Council meeting 
at Unity House, the Joint Building Trades-Industrial Union Committee 
again met and completely failed to reach an understanding or agree- 
ment on the jurisdictional proposals of July 5, July 9 and August 7, 
whereupon the President of the Building Trades Department and the 
Director of the Industrial Union Department jointly, personally notified 
the President of the AFL-CIO of their wide area of disagreement and 
the complete breakdown of negotiations. 


On October 24, 1956, the President of the AFL-CIO sent out a letter 
to the President of the Building Trades Department and to the Director 
of the Industrial Union Department setting forth briefly his position on 
the building trades-industrial union jurisdictional problems. 


On December 19, 1956, the President of the AFL-CIO again sent 
letters to the President of the Building Trades Department and the 
Director of the Industrial Union Department setting forth in a more 
comprehensive manner his proposal for a solution of the jurisdictional 
deadlock. 

On January 28, 1957, at Miami Beach, Florida, the Joint Building 
Trades and Industrial Union Committee met and considered previous 
proposals and again completely failed to reach an understanding or 
agreement and it was so reported to the President of the AFL-CIO. 


On February 6, 1957, at Miami Beach, Florida, a committee of six 
members of the AFL-CIO Executive Council appointed by and under the 
chairmanship of the President of the AFL-CIO met to consider the 
building trades-industrial union problem. No proposal was agreed upon. 


On February 26, 1957, in Washington, D. C., under the chairmanship 
of the President of the AFL-CIO, the six-man committee of the AFL- 
CIO Executive Council plus Secretary-Treasurer Schnitzler was increased 
by the addition of five new members so that the AFL-CIO Executive 
Council Committee now consisted of: President Meany and Secretary- 
Treasurer Schnitzler; Bates (Bricklayers); Hutcheson (Carpenters); 
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Keenan (Electricians); Schoemann (Plumbers); Lyons (Iron Workers) ; 
Reuther (Auto Workers); McDonald (Steel Workers); Buckmaster (Rub- 
ber Workers); Knight (Oil, Chemical and Atomic Workers); Beirne 
(Communications Workers); Hayes (Machinists). 


This committee met and discussed another proposal put forth by the 
President of the AFL-CIO. No agreement was reached, but the com- 
mittee agreed to meet on March 11, 1957. 

On March 11, 1957, in Washington, D. C., under the chairmanship of 
the President of the AFL-CIO, the 13-man committee representing the 
AFL-CIO Executive Council met and considered a proposed formal 
agreement put forth by the President of the AFL-CIO. No agreement 
could be reached primarily because Industrial Union Presidents raised 
objections to that portion of the agreement which recognized that new 
building and construction work was the jurisdiction of the building 
trades. 

On June 28, 1957, in Washington, D. C., under the chairmanship of 
the President of the AFL-CIO, the 13-man committee representing the 
AFL-CIO Executive Council met and the President of the AFL-CIO 
reported to the press and then by letter dated July 1, 1957, to the 
President of this Department that agreement had been reached. Pur- 
ported agreement was to a plan of conciliation which had as its founda- 
tion the following jurisdictional standards: 


“There are two areas in which the jurisdictional lines between the 
building trades craft unions and the industrial unions are clear. New 
building construction, on the one hand, should be the work of the 
workers represented by the building trades craft unions; production 
and running maintenance work on the other hand, should be the work 
of the workers represented by the industrial unions. Between the two 
clear areas set forth above there is a doubtful area involving such 
work as alterations, major repairs and relocation of existing facili- 
ties, changeovers, and other types of maintenance work. In these 
doubtful areas, decision should be made on the basis of established 
past practices on a plant, area or industry basis.” (emphasis added) 


Additional meetings were scheduled in an effort to reach an under- 
standing and agreement. 


On September 26, 1957, in New York City, under the chairmanship of 
the President of the AFL-CIO, the 13-man committee representing the 
AFL-CIO Executive Council again met, but failed to reach an agreement. 


This concludes, to the best of our knowledge, the many meetings, held 
up to October 1, 1957. Our purpose in setting forth this chronology of 
meetings to date is mainly to let the rank and file membership of the 
entire labor movement know of the sincere efforts which have been 
exerted to find a solution to this vexing problem of jurisdiction over job 
rights between the building trades and industrial unions. 
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Industrial Union Department 


Chartered at the merger convention of the AFL-CIO, the Industrial 
Union Department was without precedent in the American labor move- 
ment. Founded as a coordinating center “to promote the interests of 
industrial unions within the AFL-CIO,” the IUD has sought to develop 
a program beneficial to all labor as well as to industrial workers. 

In keeping with the IUD’s constitution, affiliation to the Department 
has been “open to all national and international unions and organizing 
committees affiliated to the AFL-CIO which are organized in whole or 
part on an industrial basis.” 

As the second constitutional convention of the Department took place 
last October 31, there were 71 unions affiliated to the IUD for a total 
membership of 7,231,000. The Department’s founding convention two 
years ago brought affiliation of 69 unions for a combined industrial 
worker membership of 7,157,000. 

Ten AFL-CIO affiliates joined the Industrial Union Department since 
its founding, adding 524,000 to the original membership. Five unions 
with a combined affiliated membership of 450,000 are no longer affiliated 
with the Department. Three unions originally affiliated have been in- 
volved in mergers. 

Meetings of the IUD Executive Board have been held at least three 
times annually, as required by the Department’s constitution. In addi- 
tion to acting upon internal Department affairs, the Board has adopted 
policy resolutions on matters affecting its affiliates. 

Department policies have been carried out under direction of Presi- 
dent Walter P. Reuther. Financial business has been conducted under 
direction of Secretary-Treasurer James B. Carey. Staff and regular 
department activities have been directed and coordinated by IUD Di- 
rector Albert Whitehouse. Officers of the Department, in addition to the 
president, secretary-treasurer, and director, are 12 vice-presidents. These 
officers have met regularly to consider matters affecting the Department 
and to prepare recommendations for Executive Board action. 

Starting from scratch in an area in which there was no previous 
experience, the IUD has sought to develop a fruitful and realistic pro- 
gram in which former AFL and former CIO unions could pool resources. 
The Department has sought to accomplish this objective in a manner 
consistent with the welfare of the AFL-CIO and without needless dupli- 
cation of functions already performed within the parent organization. 

The program of the IUD has been developed from the AFL-CIO 
merger agreement, the AFL-CIO constitution, and the constitution of 
the Department itself. The objects and principles of the IUD, as set 
forth in the Department’s constitution, outline the following areas of 
interest: 

e “To promote the interests of industrial unions within the AFL- 
CIO consistent with the principle established in the AFL-CIO constitu- 
tion that both craft and industrial unions are appropriate, equal and 
necessary as methods of union organization. 
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e “To aid and assist affiliates in securing improved wages, hours 
and working conditions through collective bargaining with due regard 
and respect for the autonomy and integrity of affiliated unions. 

e To engage in legislative activity with respect to matters of interest 
to industrial unions, consistent with the policies established by the 
AFL-CIO. 

e “To act as a clearing house for the exchange of information and 
experience among the unions affiliated to the Department. 

e “To engage in research, legal, publications and public relations 
activities appropriate to the Department and consistent with the policies 
of the AFL-CIO. 

e To administer the CIO Organizational Disputes Agreement until 
that agreement shall be incorporated into a combined no-raiding and 
organizational disputes agreement, as contemplated in the constitution 
of the AFL-CIO, and thereafter to perform such functions as may be 
provided in such combined agreement. 

e “In conformity with the constitution of the AFL-CIO, to encourage 
all workers, without regard to race, creed, color, national orgin or 
ancestry, to share equally in the full benefits of union organization in 
affiliated unions, and to protect this Department from any and all corrupt 
influences and from undermining efforts of Communist agencies and all 
others who are opposed to the basic principles of our democracy and 
democratic trade unionism.” 

In keeping with these objectives, an initial program for the Depart- 
ment was approved by the IUD Executive Board at its second meeting 
in March of 1956. This program remains basic to the activity of the 
Department. 


Collective Bargaining Clearing House 


1. Industry Committees: In carrying out its function as a collective 
bargaining clearing house, the IUD first established 12 major groupings 
of unions in related industries. From these groupings, industry com- 
mittees were established to review areas of common interest and work. 
Initially, these committees were: 


Atomic, Chemical, Oil and Petroleum 

Materials (brick, cement, glass, stone and ceramics) 
Communications and Communications Equipment 
Food and Beverages 

Metal Working and Machining 

Paper, Printing and Publishing 

Public Employment and Public Utilities 
Consumer Goods 

Transportation 

White Collar Employment 

Wholesale, Retail and Other Service Industry 
Wood, Furniture and Related Products 
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A first round of industry committee meetings began in the spring of 
1956 and continued through the fall of that year. These meetings were 
largely exploratory and were called to establish fruitful areas of IUD 
interest and work. 

Largely as a result of these meetings, IUD activities have been 
undertaken in the following fields: 

1. Bringing tegether unions dealing with a common employer: 

2. As a clearing house for contract data and for fact gathering in 
such areas as wages, pensions, health and welfare, automation as it 
affects bargaining, and other similar areas of industrial union collective 
bargaining; 

8. Specific research projects in areas involving more than one 
affiliate; 

4. Public relations, publications and promotional activity; 

5. Legislation and representation before government agencies. 


A second round of industry committee meetings began early this fall 
and will continue through the winter of 1958. From experience gained 
over the past two years, specific activities and areas of further IUD 
work are being laid out in this new round of meetings. This includes 
specific legislative proposals, work with government agencies, work in 
government procurement problems, research projects, atomic safety and 
similar matters. 

2. Joint Committees: Joint committees of unions dealing with com- 
mon employers grew out of needs made apparent during the first round 
of industry committee meetings. These meetings have been called at 
the request of one or more IUD affiliate. As of this writing, meetings 
have been called for the Electric Storage Battery Co., Aveo Manufactur- 
ing, the paint industry, National Lead Co., the drug industry, Philip 
Carey Manufacturing, the aluminum industry, International Telephone 
and Telegraph Co., American Brake Shoe and the valve industry. 

These committees have reviewed health and welfare programs, wage 
structures, labor relations policies and similar areas in which all partici- 
pating unions have a direct bargaining interest. The Department has 
prepared a comprehensive economic and financial analysis in connection 
with each meeting. 

The joint committees have opened up a necessary and promising field 
of IUD activity. They have permitted affiliates to examine together the 
whole area of collective bargaining relationship with their common em- 
ployers. The Department has been able, as a result of this activity, to 
provide valuable technical analysis. The meetings also have helped to 
spark common activity among unions where such activity is obviously 
essential. 

3. Technical Committees: The need for work in today’s increasingly 
technical areas of collective bargaining was stressed over and over in 
meetings of IUD’s industry committees. To expedite work in these areas, 
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A leading Israeli trade unionist, Foreign Minister Golda Meir, speaks at 
Philip Murray Memorial Foundation luncheon in New York. 


the Department has established a number of technician committees. Each 
of these committees draws its membership from staff technicians desig- 
nated by participating affiliated unions. 

Technician committees have been established in the following fields: 
Guaranteed Annual Wage and Supplementary Unemployment Benefits; 
Health and Welfare; Pensions; Industrial Engineering; Automation; 
Staff Training; and Attitude Surveys. 

These committees are advisory in nature and have no policy-making 
functions. Each has held at least one meeting. Discussion in all meet- 
ings has centered around the programs of the various unions and a 
proposed program of IUD activity. In all cases where an AFL-CIO staff 
department has an interest in the field, it has been invited to participate 
so that there will be no needless duplication in the planning of IUD 
programs. 

4. Technical Conferences: Largely as a result of the technician 
committee meetings, an initial series of IUD technician conferences has 
been completed. These conferences have brought together, in each of 
four major areas, technicians and others from affiliated unions directly 
concerned with the carrying out of union policy in these fields. 


Conferences to date have covered: health and welfare; supplementary 
unemployment benefits; industrial engineering; and pensions. Union 
technicians and others having broad experience in negotiations and 
administration in each of the respective fields made presentations. 
These were followed by intensive discussions which made possible an 
interchange valuable to all participating IUD affiliates. 
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Major Forum Activities 


As a result of discussions within the White Collar Employment In- 
dustry Committee, the IUD called a major conference on Problems of 
the White Collar Worker. This conference brought to Washington, D. C. 
on December 13 and 14, 1956, some 250 delegates from IUD affiliates 
having an interest in white collar employment. 

The conference featured major addresses by leaders of the AFL-CIO, 
as well as chief officers of the Industrial Union Department. It also 
featured four prepared papers on white collar employment and related 
problems from AFL-CIO staff and others. Over six hours of intensive 
exchange and discussion from the floor helped to make the conference 
one of the major labor forums held in this field. 

The “Conference on Problems of the White Collar Worker” was 
open to the press and obtained nationwide attention. The edited proceed- 
ings have been published and have been widely circulated. 

A “First Annual Industrial Relations Conference” was held by the 
IUD on June 6 and 7, 1957. This conference was attended by over 600 
delegates from almost all affiliated unions. The conference, held on the 
10th anniversary of Taft-Hartley, vocalized labor’s continuing objections 
to the law and spelled out the realities of today’s labor-management re- 
lations. 

Like the White Collar Conference, this conference also was open to 
the press and commanded nationwide attention. AFL-CIO Pres. Meany’s 
address at this conference was widely reprinted, as were prepared ad- 
dresses presented by officers of the IUD and affiliated unions. Four of 
these addresses have so far been reprinted in pamphlet form and have 
been widely circulated. 

The IUD 1956 legislative conference and Department Executive 
Board meetings have also been utilized to voice industrial labor’s point 
of view. Technical conferences have been used as sounding boards to 
present labor’s point of view on important bargaining matters. IUD’s 
continuing forum activities are of increasing importance to the united 
labor movement and are an important part of the Department’s pro- 


gram. 


AFL-CIO No Raiding Agreement and 
IUD Organizational Disputes Agreement 


Since the merger, the Industrial Union Department has represented 
the interests of its affiliates in the administration of the AFL-CIO No- 
Raiding Agreement. The no-raiding agreement first became effective in 
1954. One hundred and thirty-five cases had been processed under the 
agreement as of September 16, 1957. Of these, 31 cases were referred to 


Impartial Umpire David Cole. 
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The present IUD Organizational Disputes Agreement now is six 
years old, having first been established as the CIO Organizational Dis- 
putes Agreement. This agreement covers organizing jurisdiction dis- 
putes arising among signatories. At the time of the AFL-CIO merger, 
it was agreed to continue the agreement until such time as it and the 
AFL-CIO no-raiding agreement were combined into a single comprehen- 
sive AFL-CIO agreement. 

A total of 124 cases has been processed through the Organizational 
Disputes Agreement as of September 16, 1957. Of these, 33 cases were 
referred for decision to the impartial arbitrator. One case was pending 
as of the time of this report. 


Work Jurisdiction Problems 


The merger convention of the AFL-CIO authorized establishment of 
a joint committee of the Industrial Union Department and the Building 
and Construction Trades Department to work out procedures through 
which work jurisdiction disputes between affiliates of the two bodies 
could be resolved. 

The Joint Committee met shortly after the merger and on a number 
of subsequent occasions. The IUD took the position that a formal pro- 
cedure governing the handling of individual disputes and terminating in 
arbitration was feasible and should be established. On August 9, 1956, 
the IUD offered a definite procedure to this effect but this was rejected 
by the Building and Construction Trades Department members of the 
Joint Committee. 

When it became obvious that no agreement could be reached in the 
Joint Committee, the problem of work jurisdiction was brought before 
AFL-CIO Pres. George Meany who appointed a committee of the Execu- 
tive Council to deal with the matter. Members of this committee were: 
President Meany; AFL-CIO Sec.-Treas. Schnitzler; Vice-Presidents 
Reuther, McDonald, and Buckmaster for the industrial unions; and Vice- 
Presidents Bates, Hutcheson, and Keenan for the building trades unions. 

The Executive Council Committee recommended to the Joint Com- 
mittee in July 1956 a plan based upon documents submitted by Vice- 
Presidents Bates and McDonald. This plan called for establishment of 
an arbitration procedure. It was accepted in substance by the Industrial 
Union Department which made a definite written proposal based thereon, 
on July 7, 1957, but these proposals were rejected as unsatisfactory by 
the Building and Construction Trades Department. 

After learning from the director of the Industrial Union Department 
and the president of the Building and Construction Trades that no 
agreement could be reached, President Meany submitted a new plan to 
both Departments. This plan also would have established final and bind- 
ing arbitration and would have prohibited boycotts by one union of 
products made by another. It was rejected by the Building and Construc- 
tion Trades after being accepted by the IUD without reservations. 
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President Meany again referred the matter to the Council Commit- 
tee which was enlarged to include Vice-Presidents Hayes, Beirne, and 
Knight, and Presidents Lyons of the Iron Workers and Schoemann of 
the Plumbers. 

In identical letters sent on July 1, 1957, to IUD Director Whitehouse 
and President Gray of the Building and Construction Trades Depart- 
ment, President Meany stated that “general agreement” had been 
reached by the Council Committee along the following lines: 

“There are two areas in which the jurisdictional lines between build- 
ing trades craft unions and industrial unions are clear. New building 
construction, on the one hand, should be the work of workers represented 
by the building trades craft unions; production and running mainte- 
nance, on the other hand, should be the work of workers represented by 
the industrial unions. 

“Between the two clear areas set forth there is a doubtful area in- 
volving such work as alterations, major repairs and relocation of exist- 
ing facilities, changeovers and other types of maintenance work. In the 
doubtful areas, decision should be made on a plant, area or industry 
basis.” 

President Meany proposed a system of negotiation and mediation to 
carry out the policy outlined in his letter. 


The IUD again accepted Pres. Meany’s proposal. 


The Building and Construction Trades Department, at a special 
convention in Atlantic City, deferred action until it could explore the 
matter further with President Meany. 

Work jurisdiction was considered once more at a meeting of the 
Executive Council Committee in New York on September 26, 1957. 
Again, the Committee reported that it was not possible to reach agree- 
ment on this problem. 

The Industrial Union Department has worked earnestly and in good 
faith to find a reasonable and fair solution to the problem of work 
jurisdiction. It has accepted every proposal emanating from the AFL- 
CIO Executive Council for resolution of this “vexing problem.” 
Obviously, the Department cannot accept any proposal that will impair 
seriously the legitimate interests of its affiliates. 


Community Affairs 


The Department fully recognizes the importance of organized labor’s 
participation in community affairs. The IUD firmly believes that in- 
dustrial workers cannot live in a vacuum, but must join with other for- 
ward-looking Americans in building a better tomorrow for ourselves 
and our children. 

In an effort to work with others for the improvement of social, eco- 
nomic and political conditions, a Department representative has served 
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as a member of a number of community service organizations. Through 
this representative, the IUD has actively participated in the work of 
such organizations as the AFL-CIO Community Services Committee, the 
Family Services Association of America, the President’s Committee on 
Employment of the Physically Handicapped, the Labor Advisory Com- 
mittee on Civil Defense, and the Red Cross. 

Membership on these committees has enabled the Department to pre- 
sent the views of industrial workers on the needs for practical com- 
munity health and social welfare programs. 


Legislation 


The Department’s legislative program is conducted within the frame- 
work of the AFL-CIO, with particular emphasis on those areas of special 
significance to industrial labor. These areas of specific interest include: 
Taft-Hartley, Walsh-Healey, minimum wage, non-ferrous mine safety, 
depressed areas and health and welfare fund disclosure. 


1. Taft-Hartley. The elimination of the evils of Taft-Hartley and 
the enactment of a sound and fair national labor relations law based 
upon the principles of the Wagner Act, is one of the Department’s 
fundamental goals. Although there was no substantial movement in 
Congress during the past two years to deal with Taft-Hartley, the IUD 
will continue to press for the effectuation of its goal. 


Certain Taft-Hartley provisions have been applied with severity and 
unfairness to the building construction industry. In an effort to erase 
these special difficulties, bills providing the necessary relief have been 
considered repeatedly. The IUD has supported the 1951 bill which passed 
the Senate and the 1954 Administration proposal. In conferences with 
the building trades unions, the Department has made it clear it will sup- 
port all legislative measures to meet the needs of the building trades 
so long as the legislation embodies the protection needed to prevent any 
adverse impact upon industrial unions. 

2. Minimum Wage. The Department has worked closely with the 
AFL-CIO Legislative Department in efforts to extend the coverage of 
the Fair Labor Standards Act. Besides arranging visits with the Presi- 
dent, Vice President and Congressional leaders, the IUD helped establish 
a minimum wage coordinating committee for the preparation of ap- 
propriate legislation to carry out organized labor’s objectives. Members 
of the IUD staff were assigned to work with this coordinating com- 
mittee. Department members helped draft proposed legislation, published 
pamphlets, arranged for union testimony before the appropriate Senate 
and House committees and prepared testimony for Department officials. 
Hearings have now been concluded in the Senate. The House committee 
is now holding additional hearings on the west coast. 

3. Walsh-Healey. Because of the many difficulties and delays which 
have resulted from the enactment of the Fulbright Amendment, the De- 
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partment has called for the repeal of this amendment. Faced with the 
fact that the present Congress could not be expected to repeal the 
amendment, the IUD has prepared legislation which would confirm the 
Secretary of Labor’s interpretations of the locality clause and the open 
market exemption. The proposed legislation would also permit a wage 
determination to go into immediate effect, subject to withdrawal only 
if the courts ruled the determination was not in accordance with the 
statute. A bill substantially supporting the Department’s proposals is 
now awaiting Senate action. 


4. Mine Safety. The Department has continued to work closely with 
its affiliates—especially the United Steelworkers—interested in the 
passage of a comprehensive and meaningful safety bill for hard rock 
and ore mines. The IUD supports legislation which would assure govern- 
ment-administered safety standards in contrast to the Administration’s 
faulty policy of “voluntary cooperation.” Renewed efforts in behalf of 
federal legislation are expected during the next session of Congress. 


5. Bankruptcy Act. The Bankruptcy Act provides a priority for 
wage claims of $600 for each claimant. In early 1957, a U.S. Court of 
Appeals ruled that money due from an employer to a welfare trust fund 
established under a collective bargaining agreement was not to be re- 
garded as wages for the purposes of this Act. At the request of involved 
affiliates, the Department has drafted proposed legislation to overrule 
the court’s decision. A bill incorporating this proposal was introduced 
in the House late in the last session. 


6. The Department has presented testimony and appeared before 
Congressional committees studying three areas of legislation of vital 
interest to IUD affiliates. Testimony has been presented in both the 
Senate and the House. 

Department testimony has dealt with extending coverage of the 
minimum wage law, full disclosure of pension, health and welfare plans, 
and the need for meaningful depressed area legislation. IUD testimony 
has been presented by President Walter P. Reuther and Director Al 
Whitehouse. 

Besides presenting testimony, members of the Department staff have 
met continuously with key Congressional leaders to explain the IUD’s 
point of view and answer arguments raised by the opponents of De- 
partment-sponsored legislation. This contact work has proved valuable 
in providing Senators and Representatives with the background informa- 
tion necessary to understand the needs and objectives of the proposed 
legislation. 

Aside from its contact work on Capitol Hill, the Department main- 
tains a liaison service with the numerous affiliates dealing with govern- 
mental agencies involved with industrial labor matters. The Department 
has also helped in the development of the AFL-CIO Aviation Legisla- 
tion Committee and the planning of its activities. During the last ses- 
sion of Congress, this committee was instrumental in obtaining passage 
of much-needed aircraft and aviation legislation. 
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Litigation 


The IUD’s legal activities have all been carried out in close coopera- 
tion with its affiliates. IUD counsel have assisted affiliates when 
requested and have appeared in behalf of the Department itself in 
litigation bearing upon industrial union problems. 

Summarized below are the major cases in which the Department’s 
legal section has been involved. 


Lincoln Mills and Goodall-Sanford. These two important cases 
terminated in the Supreme Court’s important decision that unions have 
the right to sue in a federal court to compel an employer to live up to 
his agreement to arbitrate disputes under a contract. 


Walsh-Healey. This litigation involved the effect of the Fulbright 
amendment upon minimum wage determinations by the Secretary of 
Labor. Following lengthy litigation in both the cotton textile and 
worsted industries, the Supreme Court refused petitions for certiorari by 
the employers, thereby permitting the Labor Secretary’s minimums to 
become effective. The employers are now opposing the payment of back 
wages while this litigation was in progress. The employers also filed 
a petition for certiorari with the Supreme Court against the Secretary’s 
right to establish minimums on a nationwide basis. The IUD opposed 
this petition and was upheld by the Supreme Court when certiorari was 
denied. 

Personal Products. Prior to the merger, the CIO Legal Department 
agreed to assist the Textile Workers when the Labor Board found it 
guilty of an unfair labor practice for engaging in slowdowns and work 
stoppages short of a full strike as a harassment tactic negotiations. A 
court decision overruled the Board, which then petitioned for certiorari 
before the Supreme Court. This petition was eventually dismissed by 
the Court. Since that time, the Board has ruled that the use of so-called 
harassing tactics by unions do not violate Taft-Hartley. 


Government Employees. Alabama’s Solomon Act provides that a 
state employee who joins a union shall be discharged. The IUD’s legal 
section is assisting the State, County and Municipal Employees in an 
effort to have this act declared unconstitutional. After many procedural 
difficulties, the Supreme Court has returned the case to a lower court 
and said that the state should have an opportunity to interpret the 
statute. A new action has been begun in the state courts. 


Supplementary Unemployment Benefits. The negotiation of SUB 
plans by many of the Department’s affiliates has led to many technical 
and legal problems. One of the most important problems concerns the 
question of whether states will permit the payment of those benefits 
without disqualifying the employees from receipt of state unemployment 
compensation. The Department has taken an active role in assisting 
affiliates in obtaining administrative approvals as well as helping pre- 
pare proposed state legislation to reverse unfavorable rulings. 

Other Litigation. The Department is now in the process of challeng- 
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ing a Livingston, Tenn., ordinance which requires a union organizer to 
secure a license and pay a fee before engaging in union activities. The 
Department is cooperating with its affiliates in a number of similar 
cases to get such ordinances eliminated on the ground that they violate 
Taft-Hartley. 


The Department is also studying the feasibility of appealing to the 
courts a Labor Board ruling that upheld a company’s refusal to give a 
union production and sales data prior to negotiations. This ruling ap- 
pears to depart from the long-standing practice that unions are entitled 
to such data in order to engage in intelligent bargaining. 


Last year the Bureau of Internal Revenue ruled that strike benefits 
constitute taxable income. The Department’s legal section called a meet- 
ing of the attorneys and technicians of affected affiliates and agreed to 
do everything possible to reverse this ruling. A comprehensive question- 
naire to obtain necessary information has been sent to affiliates and the 
IUD hopes to institute court action in the near future. 


Publications and Public Relations 


The publications and public relations program of the IUD has been 
an important instrument in keeping the problems and progress of indus- 
trial workers before the public. The program has sought to carry out 
the policies of the AFL-CIO in areas affecting industrial labor as well 
as the specific policies of the Department. 


IUD public relations have grown out of the Department’s activities 
as well as from developments affecting industrial unions. A good work- 
ing relationship has been established with all segments of the press. 


The Department’s major conferences have been utilized to bring 
the industrial union viewpoint before the public. Both the White Collar 
and the Industrial Relations Conference received excellent coverage in 
the news columns, in the editorial pages and from columnists. They 
also received good TV and radio coverage. Public interest has led to 
many requests for copies of conference addresses and other available 
material. 


The views of participants in the IUD’s four technical conferences 
have also been brought before the public. While these conferences were 
closed to the press, the opinions expressed on these vital issues have 
been closely followed by the specialized services, the business press and 
the labor press. 

On the legislative front, the Department has assisted in the prepara- 
tion of testimony before Congressional committees on subjects of con- 
cern to industrial labor. It has prepared releases and made statements 
available to the press whenever Department officials have appeared 
before such committees and—in a number of cases—performed the same 
service for affiliates. 
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The Department has also given direct assistance to three affiliates 
in important strikes. Upon the request of these affiliates, Department 
staff members went to the strike scenes and cooperated with the affiliates 
in handling radio and newspaper coverage. 


Other assistance to affiliates has included: “‘covering” specific activi- 
ties in the nation’s capital and writing articles for publication in union 
periodicals. 

The Department’s publication program is now well established. The 
IUD publishes three regular publications: the JUD Bulletin, the IUD 
Digest, and the IUD Fact Sheet. Of these, the Bulletin and the Fact 
Sheet are issued monthly, while the Digest is a quarterly. 


Both the Bulletin and Digest circulate to a list of over 25,000 union 
staff people and non-labor “opinion makers.” The Fact Sheet is mailed 
to staff people and to non-labor people requesting it. 


The Department has also published 10 pamphlets in response to 
requests and to meet the need for special materials. 


These pamphlets—all widely circulated—are: “Mr. and Mrs, Amer- 
ica—The All Union Family,” dealing with organized labor’s impact 
upon American life; “Today’s Forgotten People,” dealing with the need 
for extending minimum wage coverage; “Industrial Unions and Taft- 
Hartley;” “Labor Looks at the White Collar Worker;” “The Industrial 
Union Department,” dealing with the IUD’s functions; “Our Greatest 
Challenge,” an address by IUD Pres. Walter P. Reuther; “Labor’s 
Decisive Decade,” an address by IUD Sec.-Treas. James B. Carey; a 
“Minimum Wage Publicity Handbook;” a “Handbook on the Industrial 
Security Program;” and a booklet on “Supplementation of Unemploy- 
ment Benefits.” 


The Department has prepared an exhibit explaining the IUD’s 
functions for display at the conventions of affiliates. A member of the 
Department Staff attends these conventions to handle this display. 


Material originally published by the Department has been reprinted 
in many segments of the labor and technical press. The IUD’s publica- 
tions and public relations—through these means—have become an 
increasingly effective sounding board. 


Research and Education 


Much of the Department’s research activities are directly related to 
the IUD’s function as a collective bargaining clearing house. The 
Department keeps up to date with contract changes and other develop- 
ments and keeps its various committees informed of these changes. 
Members of the committees, representing their affiliated unions, also 
often ask the Department for additional information and other assist- 
ance. 

Following Department technical conferences, the research section 
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carefully studies the stenographic transcript of the addresses and dis- 
cussions that took place. These transcripts will become the basis for 
a series of handbooks in each of the technical conference fields. When 
published these handbooks are expected to provide a union representa- 
tive’s guide to the problems involved in the negotiation and administra- 
tion of the technical areas covered. 


The research section also services “spot” requests for information 
from affiliates. To provide a maximum service in this field, the Depart- 
ment has established a file of contract and wage information and has 
developed lines of communication with affiliates which makes possible 
the speedy acquisition of needed data. 


Research requests from affiliates cover such area as: wage rate and 
contract information; locating bargaining relationships; background 
material on labor relations policies of particular companies; and surveys 
of union practices and procedures dealing with such matters as dues 
and salary policies, strike benefit procedures, installation and obligation 
rituals and NLRB unit determinations arising out of automation instal- 
lation. 


Because the Department does not believe that participation in con- 
ferences or the publication of a handbook does the whole training job, 
the IUD has started a more intensive program through the use of staff 
training institutes. 


The first staff training institute was held at the University of Wis- 
consin School for Workers during the week of August 4, 1957. The 
institute dealt with the Taft-Hartley Act and arbitration. 

A training handbook containing problems and exercises, a case book 
of extracts from Labor Board rulings and court decisions and a copy 
of Taft-Hartley provided the basic materials for the course. The course 
included: organizing and the law; appropriate bargaining units; col- 
lective bargaining under Taft-Hartley; the handling of Labor Board 
cases; and arbitration. 

With the help of educational directors from affiliated unions, the 
course was designed to involve participants in solving problems and in 
thinking through situations which union representatives are commonly 
called up on to face. In addition, some of the sessions included the 
dramatization of real life situations, followed by an analysis of the 
problem. 

Beside the first training institute, IUD affiliates have requested 
educational services including assistance in developing educational pro- 
grams, talks at conferences and union institutes and the collection of 
education materials. 


Future Activities 


During its two years of existence, the Department has sought con- 
stantly to determine the functions it can properly assume and the 
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Union Label Show in Kansas City Auditorium drew thousands of spec- 
tators, won wide acclaim. 


services it can render its affiliates. The IUD has been careful to avoid 
needless duplication and overlapping with the work of the AFL-CIO 
departments, although activity properly within the Department interest 
and supplementing that of the parent body has been carried out. 

The Department foresees many new services for its affiliates and a 
consequently heavier IUD work load. Experience has shown that there 
is a real service center function for the Department. Work has already 
been started in this area and plans call for expanding these activities. 

While larger unions have their own staffs of specialists, several 
IUD affiliates have requested the aid of trained technicians. Even the 
largest unions do not have an inexhaustible trained staff for all occasions. 

The degree of assistance to affiliates will be dependent upon the 
desires of the individual unions and in keeping with “due respect for 
the autonomy and integrity of affiliated unions” as stated in the IUD 
constitution. If requested, however, the Department’s “service center” 
will make staff available for: direct research and statistical aid; con- 
sultation and direct aid in establishing pension and welfare programs; 
staff training and other educational services; consultation and other 
assistance on industrial engineering problems; and strike and other 
publicity services. 

In addition, the Department expects to continue and expand its 
legislative, legal and forum activities. 
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Union Label and 
Service Trades Department 


The Union Label and Service Trades Department of the AFL-CIO 
has reported great progress in the promotion and publicizing of Union 
Labels, Shop Cards and Service Buttons since its last Convention was 
held in New York, N. Y., in late November, 1955, just prior to the 
merger Convention of the AFL-CIO. 

The efforts of the Department have been concentrated in programs 
designed to impress on the individual union member the importance of 
spending his union-earned wages for union products and services marked 
by the emblems of AFL-CIO unions. At the same time, the Department 
has engaged in both national and local activities designed to develop 
and increase a demand from the general public for these products and 
services. 

During the year 1956 the Department suffered the loss of both its 
President and Secretary-Treasurer, the late Matthew Woll and Raymond 
F. Leheney. Their untimely passing marked the close of many years 
of outstanding service rendered by them to both the Department and to 
the trade union movement as a whole. Those years of service will be 
long remembered and their devotion to the cause of all working men 
and women undoubtedly has brought countless benefits to all of labor. 

John J. Mara, President of the Boot and Shoe Workers’ Union was 
elected President of the Department and Joseph Lewis, President of 
the Stove Mounters International Union was elected to the position of 
Secretary-Treasurer. Both were Vice-Presidents of the Department at 
the time of their elections. Others elected to the position of Vice- 
President of the Department since the 1955 Convention to fill vacancies 
that existed or that developed are: 


George L. Googe, Secretary-Treasurer, International Printing Press- 
men and Assistants’ Union of North America; 

John F. English, Secretary-Treasurer, International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen and Helpers of America; 

John O’Hare, President, Tobacco Workers International Union. 


The Union Label and Service Trades Department wishes to express 
its sincere appreciation to the President and Secretary-Treasurer of 
the AFL-CIO and to all members of the Executive Council for past 
cooperation and assistance and respectfully requests that this fine help 
be continued in the future. The Department also wishes to thank the 
national and international unions of the AFL-CIO for the support they 
have given to the Department’s efforts to carry the Union Label 
message to the rank and file members of all our Unions. 

A warm and sincere invitation is again extended to all AFL-CIO 
unions not as yet affiliated with the Department to become a part of 
the Union Label family by affiliating with the Union Label and Service 
Trades Department. Sincere thanks are also expressed to all segments 
of the labor press, to the journals of national and international Unions, 
and especially to the AFL-CIO American Federationist and to the AFL- 
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CIO News, for immeasurable help being given this Department in 
publicizing and promoting Union Labels, Shop Cards and Service 
Buttons. 

The continuance of this cooperation is solicited in order to create a 
maximum demand for the products and services of working people who 
are members of our unions. 


New Affiliates 


Each national and international union affiliated with the AFL-CIO 
and not already affiliated with the Department, has been previously 
extended a warm invitation to become a part of the Department. As a 
result of this invitation, the Department is proud to list the following 
new affiliates: 


Amalgamated Lithographers of America; 

United Paperworkers of America (since merged with the Interna- 
tional Brotherhood of Papermakers. Both are now affiliated as 
United Papermakers and Paperworkers) ; 

International Union of United Brewery, Flour, Cereal, Soft Drink 
and Distillery Workers; 

Amalgamated Clothing Workers of America; 

International Association of Machinists; 

United Glass and Ceramic Workers of North America; 

International Association of Firefighters; 

United Furniture Workers of America; 

Textile Workers Union of America; 

American Federation of State, County and Municipal Employees. 


During the past year the Department has inaugurated several new 
services to affiliates, particularly designed to help delegate representa- 
tives of local unions by furnishing them information and material that 
they might use in educating and informing union members on the 
importance of buying Union Label products and patronizing establish- 
ments whose services are marked by Shop Cards and Service Buttons. 

These new Departmental services include portable display boards 
with interchangeable panels which are re-designed to include a specific 
Union Label message beamed toward delegates to any given convention 
of a.state body or national or international union. 

The Department now pre-packages in individual envelopes a selection 
of its literature for distribution to convention delegates. This is marked 
as “Vital Reading for All Delegates” and includes a special pamphlet 
showing the emblem of the union concerned and suggestions as to how 
the delegate can best develop greater interest in Union Label buying 
on the part of his local members. Also included in the envelope is a 
letter directed to the individual delegate asking for his support of a 
Union Label campaign in his particular town or city. 

Officials of the Union Label and Service Trades Department have 
made every effort to attend and address all conventions of national and 
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international unions and state bodies wherever this was possible. 
Twenty-one such gatherings were attended in the past year in addition 
to Department representation to many meetings of Central Labor 
Bodies, Union Label and Service Trades Councils and Women’s Aux- 
iliaries. 


Union Label and Service Trades Councils 


In recent months, the Department has issued charters to eight new 
Union Label and Service Trades Councils and has reactivated two others. 
The Department is pledged to the goal of organizing a local Union 
Label and Service Trades Council in every city where there is a local 
central body chartered by the AFL-CIO. 

As these local Councils grow in number and effectiveness, the Depart- 
ment will work with AFL-CIO state bodies to establish Councils on state 
levels to coordinate the activities of the local Councils. 

These local Union Label organizations will in no way take the place 
of the Union Label committees of the various central labor bodies but, 
being organized for the purpose of devoting their entire time and efforts 
to Union Label promotion, should work closely with such committees, 
thus taking a great burden off the various central labor bodies and 
allowing those fine organizations more time for the complex work of 
serving their affiliates in other fields. 


Union-Industries Shows 


The 1956 AFL-CIO Union-Industries Show, held in Seattle, Wash., 
and the 1957 exhibition, staged in the huge Kansas City, Mo., Munici- 
pal Auditorium, set outstanding attendance records and did much to 
favorably present the aims and purpose of the labor movement to the 
general public in those cities and their surrounding areas. 

Both exhibitions enjoyed splendid coverage from our labor journals 
and newspapers and from the metropolitan press. Highlights of the 
shows were carried on radio and television in each city and the show’s 
message reached millions through the facilities of Fox Movietone news- 
reels shown in countless theaters across the nation and through broad- 
casts carried on several national radio and television systems. 

Cincinnati, Ohio, has been selected as the site for the 1958 Union- 
Industries Show. The event will mark the 20th anniversary of these 
now famous exhibitions of all things union. The 1958 Show will be 
held April 25 through April 30 in the Cincinnati Music Hall, where 
the Department’s first exhibit was staged. Due to the fact that display 
space in this auditorium will be slightly more limited than in previous 
years and because of the advance allocation of exhibit space to regular 
exhibitors, the Department urges all AFL-CIO affiliates to make an 
early selection of booth space for next year’s participation. 
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Women's Auxiliaries 


The Department recognizes and appreciates the fine job being done 
by properly organized Women’s Auxiliaries of the various National 
and International Unions as well as the splendid activities of the Ameri- 
can Federation of Women’s Auxiliaries of Labor and the National 
CIO Auxiliaries and has been working closely with these groups in the 
Union Label field. The Department’s cooperation with the Auxiliaries 
has thus far consisted primarily in furnishing them with literature for 
distribution and in working with them in connection with their partici- 
pation in the Union-Industries Show. 


Pamphlets and Literature 


During the past year the Department has prepared and distributed 
many new pieces of literature dealing with the promotion of Union 
Labels, Shop Cards and Service Buttons. Among these are: “Join the 
Union Label Crusade”; “How to Organize Your Union Label and 
Service Trades Council”; a guide for new Councils called “Let’s Go”; 
“Good as Gold”; a booklet about Service Buttons called “Wear It With 
Pride”; and a pamphlet called “Symbols of Distinction” which depicts 
all emblems of affiliated national and international unions. 

In addition, a large poster showing all Union Labels, Shop Cards 
and Service Buttons has been produced and each labor newspaper and 
journal has been furnished an up-to-date set of one-column mats of 
these emblems. 

The Department has also published each month its “Official News” 
which is mailed to all AFL-CIO national and international unions, all 
state and central bodies, the labor press, all journals, the Union Label 
and Service Trades Councils and the Women’s Auxiliaries. Six thou- 
sand copies of this publication are distributed each month. 


Union Label Week 


Each year the Union Label and Service Trades Department calls 
on the entire labor movement as well as the general public to set aside 
the week beginning with Labor Day and observe this period as “Union 
Label Week”. The 1956 and 1957 observance of this event met with 
unusual success and helped draw national attention not only to the 
accomplishments of organized labor but stressed the importance of 
labor unions to the well being of every community. From coast to 
coast, union members, their families and friends joined in celebrating 
this event in many colorful and unusual ways. 

This year, from September 2 through September 8, radio and tele- 
vision were used to great advantage in promoting Union Label Week. 
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In Washington, D. C., the Department was able to carry the Union 
Label story to more than a million listeners through a special broadcast. 
On the national scene, several “commercials” on the AFL-CIO’s Edward 
P. Morgan news shows were devoted to discussing Union Label Week in 
the course of the AFL-CIO’s nightly coast-to-coast ABC network broad- 
casts. The Department sent out numerous radio and TV announcements, 
and special scripts were prepared and furnished to many Union Label and 
Service Trades Councils throughout the nation. News releases and special 
articles were submitted to the labor press along with Union Label 
Week mats and cooperation from the labor journals and newspapers 
was of immeasurable value in promoting the event. 

Several governors and a great many mayors gave their official notice 
to Union Label Week by issuing special proclamations calling upon all 
citizens to observe the period and to patronize firms where Union Label 
products were offered for sale and services were identified by Shop 
Cards and Service Buttons. 


Mat Service and Cartoons 


Each month, the Department prepares a special and timely Union 
Label cartoon which is then produced in mat form and supplied to the 
journals of all unions affiliated with the AFL-CIO and to all labor 
newspapers. In addition, a proof of the mat is supplied along with the 
mat for those publications that do not use mats. This same mat service 
is put into effect during the course of each Union-Industries Show and 
at special seasons of the year such as at Christmas time. The labor 
press has been unusually cooperative in publishing these cartoons 
regularly and thus helping furnish the individual union member with 
a constant reminder to “Be Union and Buy Label”. The Department 
particularly appreciates the AFL-CIO News having published each week 
this year a two-column replica of a Union Label, a Shop Card or a 
Service Button. 


Board Meetings 


Since the Department’s last Convention, regular meetings of the 
Department’s Executive Board have been held as follows: 

February, 1956—Miami Beach, Fla.; June, 1956—Washington, D. C.; 
August, 1956—Unity House, Forrest Park, Pa.; January, 1957—Miami 
Beach, Fla.; May, 1957—Kansas City, Mo.; August, 1957—Chicago, III. 

The Union Label and Service Trades Department of the AFL-CIO 
is pledged to a continuing effort to impress the individual local union 
members of all national and international unions affiliated with the 
AFL-CIO with the importance of spending their wages properly—for 
goods and services identified by Union Labels, Shop Cards and Service 
Buttons. 
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The Department solicits the continuing assistance of all officers of 
the AFL-CIO, of all affiliates of the AFL-CIO in an endeavor to so 
guide the purchasing power of all trade unionists that the trade union 
movement might not only maintain the benefits it has already brought 
about for itself as well as for the nation as a whole, but that we might 
all move forward together to accomplish even greater and more lasting 
benefits for those who toil. 


Maritime Trades Department 


In the two years since that historic merger of America’s two great 
labor organizations into the united AFL-CIO, the Maritime Trades 
Department, chartered by the AFL in 1946 and continued by the new 
constitution of the combined AFL-CIO, has entered its second decade 
of service in the interest of seagoing and shoreside union members. 


Since the merger convention, the Maritime Trades Department has 
established new offices in the modern AFL-CIO headquarters building 
in Washington, D. C., with a full-time Executive Secretary as provided 
by the Department’s constitution, an office staff, a new monthly publica- 
tion, The Maritime Register, and an expanded affiliated membership of 
some 150,000. 


From all indications the MTD’s machinery will be urgently needed 
to defend the interests of maritime unionists against some old dangers 
threatening to grow worse and some new ones which could become just 
as bad unless maritime tradesmen stand together and fight back. 


Transfers of ships to foreign flags, threats to further weaken the 
“50-50” policy which is vitally important to seamen’s job security, 
potential dangers of rate policies that might jeopardize our inland 
shipping commerce are but a few of the pressing problems confronting 
maritime workers and which must be met by a vigorous plan of action 
by the Maritime Trades Department. 


At the present time, the MTD is proud to list the following organ- 
izations as affiliates: International Brotherhood of Longshoremen; 
American Federation of Grain Millers; International Brotherhood of 
Teamsters; American Federation of Technical Engineers; The Com- 
mercial Telegraphers’ Union (Radio Operators); International Brother- 
hood of Firemen and Oilers; American Federation of State, County 
and Municipal Employees; International Union of Operating Engineers; 
International Brotherhood of Boilermakers; International Organization 
of Masters, Mates and Pilots, and the Seafarers International Union 
of North America. 


Several of the above-mentioned unions are, of course, readily identi- 
fied as maritime unions. Many thousands of members in the other 
affiliated unions, however, have strong economic and fraternal ties with 
the “seagoing” unions. 
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Broadening Scope of Operations 


It is in the interest of better serving both the shipside and shore- 
side workers that the Department is strengthening and broadening the 
scope of its operations. In this respect, an intensive drive has been 
launched to establish and charter new Maritime Port Councils, while, at 
the same time, the machinery in the ports where charters have already 
existed has been strengthened to achieve the program outlined by the 
Department for the coming years. 

At the present time, the area of the Great Lakes offers a tremendous 
challenge to affiliates of the MTD. The promised completion of the St. 
Lawrence Seaway in 1959 is expected to touch off an even greater boom 
in commerce on the Great Lakes, thus creating untold opportunities 
for maritime union members. The Department is gearing operations and 
those of its port councils to meet this challenge and to solidify past 
gains while opening up new horizons for job opportunities. 

The location of the Department’s headquarters in Washington, D. C., 
in the “House of Labor” on Sixteenth Street, makes it possible for the 
MTD to be of greater service to its affiliated organizations, and provides 
greater liaison between the Department and the various division and 
other departments of the AFL-CIO, especially the Legislative Depart- 
ment with which the MTD has so much in common. 

The one dark cloud to hover over the Department since the last 
report was the untimely passing of the MTD’s beloved President, Harry 
Lundeberg, whose death, at the peak of his long and colorful career, 
deprived the Department of a strong and militant voice. However, 
the MTD had in its midst a man who could immediately step in and 
give it the authoritative leadership needed to carry on toward its 
objectives. 

The mission of the Maritime Trades Department, as it begins a 
second decade of service, is to put its entire strength to work full time 
toward realizing the basic policy objectives of the maritime workers, 
and to make certain that a strong MTD and its subsidiary port coun- 
cils be functioning in all ports, to carry out the purposes of mutual aid, 
not only on the economic front but also to deal with the problem of dual 
and hostile organizations. 


Metal Trades Department 


The Metal Trades Department has made substantial further progress 
during the two years since the merger of the American Federation of 
Labor and Congress of Industrial Organizations. The last report of 
this Department was made to the AFL Convention immediately pre- 
ceding the Merger Convention. 

A resume of the activities of the Metal Trades Department indicates 
a steady growth in the number of workers in the industrial plants 
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represented by International Unions affiliated with the Department, 
bargaining in concert with employers. 

Since the Department last reported to the 1955 AFL Convention, 
six additional International Unions have affiliated. These new affiliates 
inelude: the United Brotherhood of Carpenters and Joiners of America; 
the International Chemical Workers Union; the Upholsterers’ Inter- 
national Union of North America; the Office Employes’ International 
Union; the Building Service Employes’ International Union and the 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America. 

Up to the time of this report, none of the metal working former 
CIO unions of the merged federation has affiliated with the Department. 

Eight additional local Metal Trades Councils have been chartered 
by the Metal Trades Department during the past two years. Two of 
these Councils are in atomic energy; two in uranium mining and milling; 
one in petroleum; two covering diversified miscellaneous industries and 
one for an additional Naval ordnance activity. 

The use by the international unions affiliated with the Metal Trades 
Department of the organizing staff of the AFL-CIO in organizing 
campaigns has been encouraged. It is believed that many of the unorgan- 
ized can be organized by the full utilization of the Organizing Depart- 
ment of the AFL-CIO in ecnjunction with the efforts of the international 
unions affiliated with the Department. 

Negotiations concluded since the last report of this Department 
include negotiations in shipyards, atomic energy installations, in the 
petroleum industry, in non-ferrous metals, and in other industrial 
establishments. In all instances these negotiations have resulted in 
further substantial improvements in wage rates, as well as in basic 
working conditions and fringe benefits. 


Atomic Energy 


The Metal Trades Department has continued to devote its time 
and effort to the problems of collective bargaining and the organization 
of new Councils in the growing atomic energy field. There are now 
more than 85,000 persons employed in the major employer units engaged 
in operation and maintenance of Atomic Energy Commission installa- 
tions. An unusually large portion of the total employment in these 
AEC establishments continues to fall in the fields of engineering, 
scientific and professional work because of the experimental, technical 
and research activities carried on in many of these plants. 

It can again be reported that the unions affiliated with the Metal 
Trades Department represent the basic groups of eligible workers in 
a majority of these principal installations. There are still several 
major AEC installations where the operating and maintenance person- 
nel are as yet to be organized. 
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The Metal Trades Department reports that since the last Convention, 
the operations and maintenance workers in the atomic energy installa- 
tion of Canada, and who hold membership in their respective inter- 
national unions affiliated with this Department, have been chartered as 
an Atomic Energy Metal Trades Council of the Metal Trades Depart- 
ment. This Council and its affiliated local unions hold a working agree- 
ment with the Atomic Energy of Canada, Limited, the operator of the 
prime Canadian atomic installation at Chalk River, Ontario. This is 
the first time the workers manning atomic plants in our two nations 
are now directly linked together through their affiliation with this 
Department. 


Unique Problems In Labor Relations 


Collective bargaining with the operating companies in the AEC 
installations in the United States continues to be difficult. There are 
still many unique problems relating to labor relations in these plants 
which do not have to be coped with in normal collective bargaining 
situations. The Department is in the process of resolving the basic 
labor relations problems affecting its member unions and Councils 
operating in these plants. 

The Metal Trades Department, its affiliated international unions and 
its Atomic Metal Trades Councils participated in and contributed to 
the General Conference on Radiation Hazards, called by the AFL-CIO 
last February. This Conference provided a valuable interchange of 
experience and information on radiation problems which are becoming 
increasingly more important not only to workers employed directly in 
atomic energy plants, but also in the thousands of industrial establish- 
ments which are now using radioactive materials or isotopes in their 
respective industries. The Department participated at the Fifth Annual 
Conference on Atomic Energy called by the National Industrial Con- 
ference Board and held at Constitution Hall in Philadelphia last March. 
It took part in the Round Table Conference on Safety and Health 
problems and put its emphasis on the “Protection of Workers From 
Radiation Hazards.” 

The Department plans to hold annual conferences of representatives 
of its affiliated unions and councils whose membership are employed 
in atomic energy installations. These conferences will encompass such 
subjects as safety, collective bargaining, fringe benefits and such other 
items as are of their mutual concern. 

During the past two years the Department has chartered two coun- 
cils in the uranium mining and milling industry. One of these local 
councils at Grants, New Mexico, covers the workers at the large Ana- 
conda Uranium operation, which produces more than 35% of all the 
uranium concentrate for the needs of the AEC and its installations. 
Councils of this Department now represent workers in all phases of 
this growing atomic industry from the mining of the uranium to the 
construction of the atomic submarines. 
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The importance to the Department and its affiliates of the develop- 
ments in atomic energy, therefore, cannot be minimized. 


Metal Mining 


During the past two years the Metal Trades Department has con- 
tinued its efforts to coordinate the activities and to assist its local 
Metal Trades Councils and the local unions of its affiliated international 
unions represented through the Non-Ferrous Metals Council of the 
Department. The Annual Conferences of this Council were held in 
Denver each of the last two years and brought together representatives 
of local Councils and local unions from widespread and isolated loca- 
tions in the copper, lead, zinc and other non-ferrous metals industries. 
This Non-Ferrous Metals Council continues to serve as a vehicle through 
which the memberships of its affiliated loca] councils and local unions in 
the non-ferrous industries may promote matters of general interest and 
develop programs beneficial to the workers in these industries. 

The Non-Ferrous Metals Council in its meeting at Denver last 
April adopted a resolution requesting the AFL-CIO to grant a charter 
to the metal miners. This action was endorsed and concurred in by 
the Executive Council of the Metal Trades Department and brought to 
the attention of President Meany, together with the resolution on this 
same subject adopted at the 47th Annual Convention of the Department, 
held in Atlantic City in September, 1956. This problem continues to 
be of pressing importance to the workers in the non-ferrous mining 
industry to increase the effectiveness of their organizational and col- 
lective bargaining efforts. 


Shipbuilding and Ship Repair 


As of July 1, 1957, the shipyards of the world held contracts for 
new merchant ship construction setting the highest peacetime record 
ever reached. There were 2830 oceangoing merchant vessels of 1 thou- 
sand gross tons or over and with a total gross tonnage in excess of 
35 million tons under construction or on order. 

More than 80% of this tonnage was concentrated in tanker orders. 
About 50% of all tonnage on order is centered in the shipyards of 
Great Britain, West Germany and Japan with delivery dates scheduled 
as far ahead as 1963. 

Our United States private shipyards had moved up from 10th to 
sixth place among shipbuilding nations in the world, based on tonnage 
on order. The vast majority of orders in our U. S. yards are for 
tankers, which accounted for 84 of the 100 merchant vessels of 1 
thousand gross tons or over on order August 1, and most of these 
tankers were ordered after the Suez Canal situation had reached the 
point in the fall of 1956, where further use of the Canal was uncertain. 
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The huge backlog of orders existing in foreign yards at that time gave 
impetus to the placing of tanker orders in our U. S. yards; the much 
prompter delivery dates available from U. S. yards now making them 
attractive to tanker operators despite higher U. S. construction costs. 

The heavy accumulation of new ship orders in foreign yards on 
January 1, 1957 included a total of 139 vessels on order for U. S. 
companies and their foreign affiliates, representing almost 3 and % 
million gross tons. These vessels are all scheduled for foreign flag 
operation. They are being built overseas and for operation under 
foreign flags because of the substantial advantages in construction 
costs, operating costs, and taxes which these companies thus gain. 
U. S. companies and their foreign affiliates on January 1, 1957, were 
then operating a fleet of 380 vessels of more than 4 million gross tons 
under foreign flags. The additional vessels which they had on order 
on that date will bring the total of such vessels under foreign flags to 
519, totaling almost 7 and 14 million gross tons. 


U. S. Needs Strong Shipbuilding Industry 


Our national best interests require that we develop and maintain a 

strong, healthy shipbuilding industry and a merchant marine under 
the U. S. flag, adequate to meet our commercial and national defense 
needs. The growing problem of foreign construction and foreign flag 
operation of vessels owned by U. S. corporations and their foreign 
affiliates demands the concerted attention of all who are concerned 
with the welfare of our shipbuilding industry and our United States 
merchant marine. 
_ The budget request of the Commerce Department for fiscal year 
1958 funds for ship construction initially asked for $120 million. This 
request was in keeping with the long range and phased-out ship 
replacement program of the Maritime Administration, designed to 
avoid block obsolescence of our merchant fleet through the construction 
of 20 replacement vessels per year over a 15 year period. 

This budget request was amended downward to $94.5 million and 
was thereafter cut by Congressional action to $3 million, earmarked 
for research and similar activities. This action, taken in the interests 
of economy, was not opposed by the Administration, which thus in 
effect, agreed to shelving for at least one year, the long range ship 
construction program to which it was committed. 

It is imperative that the fiscal year 1959 appropriations provide the 
monies for the continuation of the long range ship replacement program. 

The Pacific Coast Master Shipbuilding and Ship Repair Agreement 
has been further improved during the past two years. The two negotia- 
tions during this period resulted in substantial increases in wage rates 
and numerous gains in other conditions of employment beneficial to the 
workers in this industry throughout the Pacific Coast region. 

This Agreement continues to constitute a most outstanding example 
of area-wide bargaining in the shipbuilding and ship repair industry 
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by the affiliated unions of the Department working together through 
our Pacific Coast District Metal Trades Council. 

It is the further objective of the Department to institute this kind of 
an agreement on the Gulf and Atlantic Coasts and on the Great Lakes. 


Representation of Federal Employes 


The international unions affiliated with the Metal Trades Department 
represent large numbers of craftsmen employed by the various agencies 
of the Federal Government. Naval Installations, and particularly the 
Navy Yards, hold a large concentration of skilled craftsmen represented 
by the Department, its affiliated unions and its Navy Yard Metal Trades 
Councils, all actively engaged in promoting the welfare and best inter- 
ests of the respective crafts. 

Organizing meetings have continued to be held by the Department 
in the various Navy Yard areas. These meetings have been attended 
by the representatives of the various International Unions, as well as 
local Councils and local unions. 

The Metal Trades Department and its Navy Yard Council repre- 
sentatives continue to perform important services and to play a vital 
role in the establishment of Navy Yard wage rates and in advising 
with the Navy Department on policies which govern its civilian 
ungraded employes. | 

During the past two years the Department, through the Wage | 
Board process, has continued to obtain increases for the ungraded ' 
employes in Naval establishments. These increases, over the two year 
period, have totaled between 10% and 15% at the principal Navy 
Installations, thus keeping the wage rate increases for these craftsmen 
in line with those obtained for similar workers employed by industry 
in the areas. These increases, obtained for thousands of blue-collar 
ungraded workers, become particularly significant when it is recalled 
that this year the President of the United States vetoed the salary 
increases approved by Congress for classified and postal employes. g 

The Metal Trades Department has continued to vigorously oppose ‘ 
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any changes by the Navy Department in its survey methods which 
would have a detrimental effect on resultant wage increases for Navy 
Yard workers. It has also continued to propose the inclusion of 


appropriate job shops in Navy surveys. o 
Several years ago the Department, together with the American 

Federation of Labor and its affected affiliated unions, actively opposed Cc 

a proposal of the Civil Service Commission to establish a so-called L 

Central Wage Board Plan. It now appears that this idea is being se 

reactivated with a Governmental Committee appointed to explore the 

possibility of a single wage structure. The Metal Trades Department ha 

will again work in close cooperation with all affiliated organizations Re 

representing Federal employes in combating any such proposal which a 
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would be detrimental to the ungraded or blue-collar workers represented 
by the Department. 

The Department has worked cooperatively with all of the affiliated 
organizations representing federal employes in promoting legislation 
which would establish the rights of Government employes to recognition 
of their unions and comprehensive collective bargaining. 

Such proposed legislation has not as yet been enacted and the Depart- 
ment will continue its cooperative efforts with the AFL-CIO and its 
various International Unions to the end that all employes of the Fed- 
eral Government may enjoy full representation and collective bargain- 
ing rights. 

The Department and its affiliates have continued active support for 
legislation which would allow wage increases ordered for Wage Board 
employes to become effective retroactive to the date when the wage 
survey was ordered. Legislation to this end was strongly pursued and 
is pending. 

The Metal Trades Department has received the full cooperation of 
the Legislative Department of the AFL-CIO, and has worked closely 
with the AFL-CIO National Legislative Council on matters of common 
legislative interest. 

Of great concern to the Department and its affiliates with mem- 
bers employed in federal service, is the sometime heard expression or 
inference that there should be created one over-all union to represent 
all federal employes. Any such move would have a serious and adverse 
effect on each of our affiliates and on all organizations which represent 
Government blue-collar workers. Any move in such manner to interfere 
with the right of this Department and its affiliates to represent their 
crafts or trades in federal service will be strongly resisted. 


Apprenticeship and Vocational Education 


The concern and interest of the Department in the promotion and 
growth of apprentice programs and its recognition of the vital function 
which vocational education also perform, continues unabated. The 
demand for workers with more skill and education has been increasing, 
and will doubtless continue to increase at an accelerated pace far into 
the future. This is true because of the intensive application of research 
and invention to our whole economy. 


The major advisory group in the apprenticeship area is the Federal 
Committee on Apprenticeship, which advises with the Secretary of 
Labor on apprenticeship matters. The President of the Department 
serves as a member of this committee. 


On the vocational education side, the president of the Department 
has served as a member of the National Advisory Council on Vocational 
Rehabilitation to the Department of Health, Education and Welfare; 
and is serving on the Veterans’ Administration Vocational Rehabilita- 
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tion and Education Advisory Committee established by the Adminis- 
trator. 

An increasing number of the international unions affiliated with 
this Department are giving serious attention to the establishment of 
apprenticeship programs and skill improvement programs for journey- 
men. Some of the Department’s affiliates have regularly assigned 
personnel to promote the training of apprentices under joint appren- 
ticeship programs, and also are actively engaged in developing and 
improving existing apprenticeship programs in their respective trades. 

Attention is directed to the practice which still prevails among some 
employers who refuse to work jointly with their unions in the training 
of apprentices and instead, pirate their skilled labor from other estab- 
lishments. Such employers fail to recognize their responsibility to 
replace the skilled labor which they consume. 

Comment should also be made on the practice of some unions and 
some employers to allow partially trained apprentices to work tempo- 
rarily as journeymen when they should be completing their apprentice 
training. This practice is injurious to the craft as well as to the 
worker, who does not develop the full skills of his craft which come 
only through a completed apprenticeship training program. 


Apprenticeship 


During the past year the need for more and better training has 
become even more evident than before. Science and industry are creat- 
ing devices and products faster than skills can be developed to produce 
and service them. We are in the era of the guided missile, the super- 
sonic plane, the automated factory, the use of atomic energy for peace- 
ful purposes, and the electronic computers. While these things are 
dramatic they are only a few of the activities competing for our limited 
supply of skills and brainpower. 

The gigantic road-building program just getting well underway is 
being impeded in some areas by a shortage of civil engineers, surveyors 
and operators of road-building equipment. 

The overall need for skills is growing at a faster rate than our popu- 
lation and more rapidly than the growth of our total labor force. 
Despite ali of our efforts, the demand for skills continues to exceed the 
supply of workers having them. 

However, the need for skill is not new. If we turn to the census 
records we see that the group of workers classified as skilled or semi- 
skilled was 26.4 per cent of the labor force in 1910, whereas it had 
increased to 33.7 per cent by 1950. If we add to this the 8 per cent of the 
labor force classed professional or semi-professional, we find that 41.7 
per cent of the labor force was skilled. During the same 40 year period 
the group of workers classified as unskilled dropped from 29.2 per cent 
of the labor force to 12.4 per cent. 

Some increase in apprentice employment occurred during the year. 
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At the beginning of 1956 there were 174,000 apprentices in all trades 
registered with State and Federal apprenticeship agencies. 

By the beginning of 1957, this number had increased to 188,000 but 
during the year cancellations again exceeded completions. There were 
in excess of 30,000 cancellations and approximately 26,000 apprentice- 
ship completions. This number of completions will not nearly maintain 
the ranks of the skilled labor force and the excessive number of can- 
cellations indicates that many of our apprenticeship programs need 
strengthening. Joint Apprenticeship Committees should make a careful 
analysis of their apprenticeship programs to determine what needs to 
be done to improve them. 

A reasonably well operated apprenticeship program should have but 
few cancellations, especially after the probationary period. It is known 
that some of the excessive cancellations are accounted for by summer 
employment of students where the trades have no provision for less than 
journeyman wage rates other than the apprenticeship schedules. 


The Bureau of Apprenticeship and Training 


The Department of Labor, through its Bureau of Apprenticeship and 
Training, has increased its efforts to strengthen the promotion of train- 
ing for all wage earners in the United States. It is carrying out a 
mandate given the Department in the original Act under which it was 
authorized by Congress. That Act said “the purpose of the Department 
of Labor shall be to foster, promote, and develop the welfare of the 
wage earners of the United States, to improve their working conditions, 
and to advance their opportunities for profitable employment.” 

Organized labor was largely responsible for having that law passed 
just as it was responsible in 1937 for having the apprenticeship law 
passed. Organized labor is second to none in its concern for the welfare 
of wage earners and for the advancement of their opportunities for 
profitable employment. Labor agrees wholeheartedly that the Depart- 
ment of Labor should make every effort to promote training and to pro- 
vide technical assistance to employers and labor in the organization of 
apprenticeship training programs. There is great need for teamwork 
between and among our Federal agencies and our State agencies con- 
cerned with skills and employment and training activities. There is need 
for a means of exchange of ideas and the development of complementary 
methods of approach to the Nation’s education and training needs. 

During the past year, the Department of Labor requested of the 
Congress a small increase in the appropriation for the Bureau of Ap- 
prenticeship and Training to enable it to carry out its responsibility in 
behalf of all wage earners. The intention was, according to the testi- 
mony of the Secretary of Labor, to enable the Bureau of Appren- 
ticeship and Training to employ staff for the purpose of preparing 
material on the training needs of the nation. This would include tech- 
niques for estimating present and future training requirements. These 
techniques would be made available to employers and labor for their 
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use. It was also proposed to assemble and make available to employers 
and labor the training methods and procedures for different occupations 
proven to be successful and in the interest of the workers. The primary 
function of the Bureau would remain the promotion of improved training 
for apprentices. There was no intention or implication that the repre- 
sentatives would conduct training programs. There was also no intent 
to have any conflict with the schools. 


As previously shown in this report, the need for skill has been on the 
increase for several decades. But with developments from research, 
experimentation and invention there are accompanying changes in skill 
requirements. New occupations are created, some of which border the 
professional occupations on one side and the skilled trades on the other. 
For want of better names, some of these occupations are called techni- 
cians or aids. As a generality, the work performed by this group is 
more mental than physical. 


Another area of change is caused by the increased mechanization or 
automation of industry. Here the machines do the work at the push 
of a button, but if a breakdown develops in the production process, the 
whole plant may be shut down. In these highly automated operations, 
the mechanic with skill and knowledge to diagnose and quickly correct 
the difficulty is worth to the employer any number of operators in a 
non-automated factory. This maintenance mechanic must know the 
operations of the intricate parts of the machine and, in particular, its 
complicated controls. Mechanics for this work must be trained. 


To Summarize: There is a need for a broad training promotional 
program; for assistance to employers and labor to locate areas where 
training will be helpful to both the workers and to the employer; for 
assistance in organizing training programs, particularly for apprentices, 
journeymen, supervisors, technicians and others where the workers’ 
skills can be increased; and for orienting new workers where such pro- 
grams are not in effect. 

The assistance should include suggestions on sources of technical 
training materials and the availability of organized courses of instruc- 
tion at the level required. 


The American Vocational Association took a position in strong oppo- 
sition to the appropriation request of the Secretary of Labor. It carried 
on a strong campaign to influence members of the Congressional Appro- 
priations Committees to turn down the Secretary’s request. The Asso- 
ciation seemed to have the notion that the vocational schools have a 
monopoly on training whereas far more actual training is given on the 
job than in the classroom. A stronger promotional program by the 
Labor Department would help and expand vocational education. 


We have strongly supported the Secretary’s request for money to 
expand the work of the Bureau of Apprenticeship and Training, and 
have recommended that he ask for an appropriation adequate to continue 
to strengthen this promotional program in his next request. 
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International Unions and Apprenticeship 


The International Unions have continued their vigorous efforts to 
extend and improve their apprenticeship programs. Measures taken 
include revisions of their national standards of apprenticeship to include 
new tools or methods to be taught apprentices; revision and publication 
of text materials; the holding of contests to promote better quality 
training and short courses for instructors. 

A number of internationals have recognized the importance of giving 
greater attention to the training of apprentices by appointing full-time 
apprenticeship coordinators. 

At the local level, Joint Apprenticeship Committees are increasingly 
recognizing the value of better supervision of apprentices by employing 
full time supervisors of apprenticeship. The number of joint com- 
mittees having such supervisors in 1956 was 94, but this number in- 
creased to 129 by this year. If this trend continues, it can be expected 
that the ratio of apprenticeship completions to total apprentice employ- 
ment will improve. 


Report on Former Apprentices 


How do journeymen who have recently completed their apprentice- 
ships feel about the training they received? 

Some of the significant findings of a study made by the Bureau of 
Apprenticeship and Training are these: 85% of these former appren- 
tices were working in their apprentice trades, 4% in closely related 
trades, and 4% in other trades; all but 1.6% were regularly employed, 
and 8% were in business for themselves. 

About one-half of these former apprentices rated their on-the-job 
training to be very good, 43% considered this phase of training as satis- 
factory, and 6% reported it to be unsatisfactory. About 50% felt that 
the job training should be improved. Improvements recommended in- 
cluded better on-the-job instraction and about 25% indicated that the 
on-the-job training did not fully cover the trade. 


Veterans’ Rehabilitation and Education 


The status of educational opportunities afforded the veteran through 
Congressional action is a matter of great importance to the membership 
of the AFL-CIO. 

The program extends through rehabilitation of the disabled veteran 
to institutions of highest learning. Much of the training is vocational 
and in relation to on-the-job training, and as such has a direct impact 
on apprenticeship. 

It can be said without contradiction that the benefits made available 
through Federal statutes governing veterans have resulted in an in- 
crease in the skilled work force, and have provided better trained 
mechanics. 

The apprentice program of every International Union has been im- 
proved as a result of veterans aid to education. The apprentice himself, 
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has enjoyed increased income during the period he was serving his time. 
He has been able to learn his trade without making sacrifices demanded 
of one who was not eligible for veterans’ benefits. 

This is fitting and proper. The veteran’s transferral from civilian 
life to a military one imposed upon him changes in his economic status 
and living for which the veterans’ aid laws, in a small measure, com- 
pensate him. 

Following is some statistical information on the numbers who have 
availed themselves of and participated in these benefits. 

The World War II program has come to a virtual close. Very few 


World War II veterans are still in training. Most of these are disabled 


veterans. More than 8,400,000 World War II veterans entered training. 
Of this number, approximately 2,400,000 trained in colleges; 3,600,000 
trained in schools below the college level; 800,000 pursued training for 
farming and 1,600,000 entered on-the-job training. The foregoing figures 
include 612,000 disabled veterans who pursued vocational rehabilitation 
training. 

About 500,000, or one-third of the World War II veterans that trained 
on the job trained in apprentice programs. Although they trained in 
all of the major occupational fields, the largest number, 105,000, trained 
in the construction occupations. Eighty-two thousand trained in the 
metalworking occupations, 35,000 in the printing occupations, 28,000 as 
electricians or in the manufacture of electrical equipment, 24,000 in com- 
munication and utility occupations. 

The Korean vocational rehabilitation training program (Public Law 
894) has now been in operation for nearly seven years and the Korean 
readjustment training program (Public Law 550) is in its fifth year. 
These programs still have a good many years to run. 


Five Million Vets of Korea 


On August 31, 1957, there were more than five million Korean Con- 
flict veterans and nearly two million of them had already entered train- 
ing. Almost one million have entered college, two-thirds of a million 
have entered schools below college level, 85,000 have entered on-farm 
training and over 211,000 have entered on-the-job training. Among the 
foregoing, are 50,000 disabled veterans who enrolled for vocational re- 
habilitation training. 

The number of Korean Conflict veterans in training in the last school 
year for which data are available (Spring 1957) is: Total—780,000; 
486,000 in colleges; 201,000 in schools below the college level; 38,000 in 
farm training and 55,000 in on-the-job training. 

Over 124,000 Korean veterans have entered apprentice training. One- 
fourth of this number are currently pursuing training. More than 
three-fifths of the veterans who trained on the job were enrolled as 
apprentice trainees whereas, only one-third of on-the-job trainees en- 
rolled under the earlier World War II program were apprentice trainees. 
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One out of six Korean apprentice trainees have enrolled for training in 
metalworking occupations. 

Of concern to the majority of the Administrator’s Advisory Com- 
mittee for Vocational Rehabilitation and Education, which concern we 
also share, is the expiration of educational grants to veterans, under 
Public Law 550, which provides that anyone not being a part of the 
armed services prior to January 31, 1955 is not eligible for these educa- 
tional grants. 

We would go on record as favoring an extension of legislation to 
provide educational monies for all veterans during the period that the 
draft laws or compulsory military service are in effect. It is difficult to 
distinguish why a draftee of January, 1955 should be eligible, but one 
drafted in February of the same year should be ineligible. 


Vocational Education 


Training for vocations in the public vocational schools continued at 
a high level through 1956. Enrollments in vocational trades and industry 
classes were 883,719, a gain of 12,765 over the year 1955. In addition, 
there were large numbers enrolled in other forms of vocational educa- 
tion. The number of apprentices taking related trade instruction courses 
increased from the 129,260 enrolled in 1955 to 148,597, or a gain of 
19,337. It can be seen that the gain in apprentice enrollments was more 
than the total gain in enrollment in vocational trades and industry 
classes. 

Of the total apprentice enrollments 112,935 were registered with a 
state apprenticeship agency or the Bureau of Apprenticeship and Train- 
ing. In some states, such as California, Florida, Texas and Wisconsin, 
all of the apprentices in school were also registered, whereas in a con- 
siderable number of the states the number of apprentices in school ex- 
ceeds the number registered for those states. 


Related Training Needs Further Improvement 


While the vocational schools, in many instances, are doing an ex- 
cellent job of providing the needed related technical training for ap- 
prentices, there are still many areas where the quality of the courses 
provided is below acceptable levels. There still remains the problem of 
providing a reasonably adequate technical instruction program for ap- 
prentices in small communities or for apprentices in trades where the 
numbers are too small to meet the standards for a class. 

We believe that the improvement in the quality of instruction for 
apprentices is not a problem alone for school administrators. It is a 
problem for Joint Apprenticeship Committees, local unions and for em- 
ployers. They have a responsibility to see that the schools have sufficient 
funds and equipment. They determine the number of apprentices to be 
trained and the amount of time they are to spend in the classroom. And, 
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in many cases, they recommend persons to be selected as instructors. 
Further, joint apprenticeship committees usually serve in an advisory 
position to the schools in respect to the school program for their ap- 
prentices. Those from industry can and should work closely with the 
schools in order to have presented to the apprentices live, up-to-date 
information. 

For improvement in related instruction, summarized reports of for- 
mer apprentices offered the following suggestions: 


Per 

Cent 
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Improved facilities or equipment .............:eceeeeeees 18.4 
More specific trade instructions ....................... . 153 
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Need for Journeyman Training 


The vocational schools have an important function in assisting 
journeymen to build up their technical skills and trade knowledge. They, 
in many areas, have the facilities and can provide the instructors, but 
they can’t require the journeymen to take advantage of their services. 
Local Unions, joint apprenticeship committees and employers should 
examine the training needs of the journeymen and assist the schools to 
organize classes to make good such deficiencies as exist. These courses 
should be as short and intensive as possible to assure good attendance 
and nearly 100% completions. 


Pre-Apprenticeship 


In some trades a relatively new approach has been taken to reduce 
apprentice drop-outs. This approach involves close cooperation with the 
schools and apprenticeship authorities. Apprentices are selected by the 
joint apprenticeship committee and placed in a school for a short period 
as decided by the JAC. They are given training in the use of the tools 
of the trade, but do no actual work. Usually they are paid for the time 
in school in an amount agreed upon by the joint apprenticeship com- 
mittee. This short period does two things: it helps the apprentices and 
their instructors to determine if they have made a wise trade choice 
and it helps the apprentices, the journeymen and the employers when 
the apprentices go on the job. 


General 


Close cooperation with the Building and Construction Trades Depart- 
ment has been maintained and continued by the Metal Trades Depart- 
ment. 


380 


oe 
a i i ae 2 ee 2 


'itiM 


Many international unions are affiliated with both Departments and 
their members frequently, upon completion of construction at a given 
plant, transfer to maintenance work in the same plant where they con- 
tinue to use their craft skills and generally, to retain their membership 
in their same local union. These facts continue to give the two Depart- 
ments common interests in the problems of such workers. 

Jurisdictional questions arising among unions engaged in industrial 
plants have required the attention of the Department. However, it is 
significant that such jurisdictional problems have been adjusted, either 
on the local level or through the regular procedures of the Department 
and there have been no stoppages of work as a result of jurisdictional 
differences between affiliated unions of the Department for the past 
two years. 

The Department has continued to assist many local Metal Trades 
Councils in contract negotiations and in solving other collective bargain- 
ing problems. The Metal Trades Council contracts have been sub- 
stantially improved both in wage rates and general conditions and such 
improvements have been achieved with a minimum of work stoppages. 

The Department’s interests will continue to be directed toward the 
rapidly developing atomic energy industry as well as to the organization 
of workers in atomic plants, in shipbuilding and the metal trades crafts 
in metal mining, industrial operations, and in the federal government. 
The Department knows from experience that the workers in any indus- 
try can be organized into their appropriate craft unions and bargain 
successfully as a unit. 

The Department shall continue at all times to direct its activities in 
the interests of promoting the growth and effectiveness of the trade 
union movement. 


Railway Employes’ Department 


The Railway Employes’ Department and its affiliated International 
Organizations have continued to improve the welfare of the employes 
they represent in the railroad industry. Both in the United States and 
Canada, National Movements resulting in improvements in wages and 
working conditions were brought to a successful conclusion. In addi- 
tion, the Railroad Retirement Act was amended to provide for improved 
benefits for railway employes. 


1955 National Wage, Health 
and Welfare Movements 
As outlined in our previous report, a National Movement was 


inaugurated in 1955 by twelve of the non-operating Standard Railway 
Labor organizations including those affiliated with the Railway 
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Employes’ Department to secure a substantial increase in wage rates 
and revise the health and welfare plan to provide for the payment by 
the carriers of the full cost of employes’ benefits. 

On April 2, 1955 notices were served on the carriers requesting that 
the employes’ contributions be discontinued and that the railroads 
assume the entire cost of the health and welfare benefits being provided 
for their employes under the Agreement of August 21, 1954. Confer- 
ences were held on each property and when the carriers declined to 
accpt the notices or to form Conference Committees to discuss this 
dispute, the organizations invoked the services of the National Media- 
tion Board. 

While this dispute was pending, notices were served by eleven of 
the non-operating Standard Railway Labor Organizations on the 
individual carriers on August 1, 1955 requesting a wage increase of 25 
cents an hour. Conferences on this request were likewise held on the 
individual properties. Again no settlement was reached and the carriers 
were requested to form Conference Committees pursuant to the notices 
served by the organizations. 

A strike ballot was then spread by the organizations to get an 
expression from the employes, both with respect to the wage request and 
the failure of the carriers to form Conference Committees to handle 
the request contained in the notices of April 2, 1955. Subsequently, an 
overwhelming majority of the employes voted in favor of a withdrawal 
from the service if a satisfactory settlement of these issues was not 
reached. 

Meanwhile, Conference Committees were appointed by the carriers 
and negotiations on the wage issue were begun on September 20, 1955. 
The carriers committee was asked if they were also prepared to bargain 
on the health and welfare issue. Their response was that they were 
not authorized to settle this dispute except as a part of the wage settle- 
ment, however, no progress could be made toward a settlement of either 
of these issues because of the carriers effort to limit the scope of their 
authority which would have the effect of excluding certain of the 
employes represented by the participating organizations from the 
negotiations. 


Mediation Proceedings Begin 


On September 30, 1955, the National Mediation Board proffered its 
services in an effort to break the impasse. Shortly thereafter the 
Trainmen made a settlement with the carriers which was followed by 
similar settlements with the other operating organizations. 

When Mediation proceedings were begun by the Board on October 
11, 1955, the carriers contended that the pattern had been set by the 
operating organizations and that it should form the basis of a settlement 
covering the non-operating employes. Although the matter of the car- 
riers’ authority with respect to the coverage of employes was resolved 
on October 19, the carriers were advised that their proposal for settle- 
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ment of the basic issues was not acceptable to the organizations. Unable 
to bring about an agreement, the Board, on October 26, 1955, proposed 
that both the health and welfare issue, which was included in its proffer 
of mediation, and the wage issue be submitted by the parties to arbitra- 
tion. 


The organizations advised the Board on October 28, 1955, that the 
issues were such that they could not accept arbitration, while the car- 
riers made a qualified acceptance of the Board’s proposal on October 
31, 1955, reserving their right to question the propriety and the legality 
of the organizations’ notices of April 2, 1955, on the issue of health 
and welfare. On November 2, 1955 the National Mediation Board 
terminated its services and upon being advised by the Board that an 
emergency existed, the President issued an Executive Order on Novem- 
ber 7, 1955 creating an Emergency Board to investigate the dispute. 


Emergency Board 


The Board, consisting of Dudley E. Whiting, Chairman, G. Allan 
Dash, Jr., and John Day Larkin, began hearings in Chicago on November 
9, 1955. Both the employes and the carriers presented extensive testi- 
mony and at the conclusion of the hearings on November 30, the 
Board requested an extension of the 30 day period in which it was 
required to make its report. 


On December 12, 1955 the Emergency Board issued its report in 
which is recommended a package settlement of 16% cents an hour con- 
sisting of a 14% cents across the Board hourly wage increase effective 
December 1, 1955 and 2 cents per hour additional to pay the full cost 
of the employe health and welfare benefits up to $6.80 per month 
effective March 1, 1956. Because of certain adjustments made previously 
in the wage rates of the Dining Car employes, the Board recommended 
an increase of 13% cents per hour for these employes effective December 
1, 1955 with the option of using 4 cents of this increase for a carrier 
financed health and welfare plan. 


The Board’s recommendations were a disappointment to the organ- 
izations because it was felt that the full amount of their request was 
justified but on December 15, 1955 negotiations were resumed with the 
Carriers Conference Committees and on December 21, 1955 an agree- 
ment was signed placing the Board’s recommendations into effect. 


Pursuant to the agreement Travelers Insurance Company Group 
Policy Contract No. GA-23000 and the Agreement of January 18, 1955 
relating to the payments to be made to Travelers by the cariers were 
modified on February 15, 1956, to provide for payment by the carriers 
of $6.80 a month for the employes’ health and welfare benefits. Under 
the Agreement, the carriers having Hospital Associations were also 
required to pay the Hospital Association dues of their employes up to 
$6.80 per month. 
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Benefits Under Insurance Contract 


Following is a summary of the hospital, surgical and medical bene- 
fits being provided to the employes under Travelers Group Policy Con- 
tract No. GA-23000, which was negotiated pursuant to the National 
Agreement of August 21, 1954: 

Hospital Benefits—Complete normal charges for a semi-private room 
and board for a maximum of 120 days for each hospital confinement; 
where an employe chooses a private room, he is allowed the cost of a 
semi-private room. Other hospital charges are paid up to $500, plus 
75% of additional charges for each hospital confinement for such items 
as operating room, anesthesia, dressings, etc. Up to $25 is provided for 
ambulance service for any one hospital admission. Full maternity con- 
finement costs are paid up to 10 days for any one hospital confinement 
and if complications develop, up to 120 days. 

Surgical Benefits—Specified amounts are granted for each type of 
operation, including maternity surgery, up to a maximum of $300. Also, 
up to $25 is allowed for the services of an anesthetist. 

Medical Benefits—Benefits start the day an employe enters a hospital 
for an accident or confining sickness, with total payments for medical 
service not to exceed $480 for each confinement, or $4 a day, whichever 
is less. Where an employe is not confined to a hospital, payments for 
treatment of bodily injury start after the first visit to a doctor and in 
case of other sickness, after the third visit. Benefits are payable up to 
$4 for a visit to a hospital or doctor’s office for treatment and up to 
$5 for a home visit, with a limit of one per day for up to 120 days in 
any twelve-month period. Payments are made for medical visits in 
connection with surgical expense whenever a licensed doctor other than 
the performing surgeon makes the visit. Also, payments are made for 
doctors’ visits in connection with pregnancy, child-birth, or miscarriage 
when complications make these visits necessary. The program does not 
cover expenses of dental work or eye refractions. 

Major Medical Benefits—After an employe himself has paid over 
$100 toward any medical or surgical treatment not covered under the 
basic program, 75% of the cost of such items are paid under this 
provision of the plan. 

Laboratory Benefits—Up to $50 is paid in any six-month period for 
X-ray examinations or laboratory examinations other than urinalysis 
or X-ray therapy, upon receipt of proof of need. 

Poliomyelitis Benefits—Up to $5,000 is paid for each case of polio 
when treatment is recommended by a licensed physician. These payments 
are made for expenses incurred within three years after commencement 
of a case. 


1956 National Wage Movement 


The wage increase secured under the December 1, 1955, Agreement 
fell short of the amount necessary to bring railroad wage rates up to 
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the level of wages in other industries. In addition, the cost of living 
continued its climb with the result that on the insistent demands of the 
membership another national movement was inaugurated by the eleven 
non-operating Standard Railway Organizations including those affiliated 
with the Railway Employes’ Department for a further increase in wage 
rates. 

On June 20, 1956, uniform notices were served on the individual 
carriers requesting a wage increase of 25 cents an hour. In keeping 
with the customary procedure followed by the railroads and the organ- 
izations, the carriers were also requested to form National Conference 
Committees to deal with this dispute in the event agreement was not 
reached in conferences on the individual properties. 

In response to the employes’ notices, the carriers served a counter- 
proposal demanding a wage cut of 6% cents an hour which the repre- 
sentatives of the employes requested be withdrawn. 

As required by the Railway Labor Act, negotiations were conducted 
between representatives of the organizations and the management of 
each carrier. No settlement was reached and the carriers were requested 
to form Conference Committees. In addition, a strike ballot was spread 
among the employes represented to seek their sentiments with respect 
to the wage request as well as the carriers counter-proposal for a 
wage reduction. 

Following the creation of Conference Committees by the carriers, 
negotiations were begun in Chicago on September 18, 1956 but it soon 
became apparent that no settlement could be reached so on September 
25 the organizations invoked the services of the National Mediation 
Board. Meanwhile the employes voted overwhelmingly in favor of a 
withdrawal from the service if a satisfactory settlement was not reached. 

Mediation proceedings were begun by the Board on October 3 and 
except for a brief recess from October 5th to the 9th, continued until 
November 1, 1956 when an agreement was signed settling the contro- 
versy. 


Provisions of Three-Year Contract 


The three year contract provided for a wage increase of 10 cents per 
hour effective November 1, 1956, an additional increase of 7 cents per 
hour effective November 1, 1957 and an additional increase of 7 cents 
per hour effective November 1, 1958. An escalator clause was also 
included providing for semi-annual wage adjustments effective May 1 
and November 1 of each year of 1 cent per hour for each change of .5 
in the Consumers Price Index published by the Bureau of Labor 
Statistics measured from a base of 117.1, but wages cannot fail below 
the rates established by the basic increases under the Agreement as the 
result of adjustments under the escalator clause. 

In addition, the Agreement provided that the carriers would pay 
$4.25 per month for each qualified employe beginning with the month 
of November 1956 to provide hospital, medical and surgical benefits for 
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their dependents the details of which would be worked out by the parties. 
The contract will remain in effect until November 1, 1959 during which 
period the parties agreed not to make requests for increases or 
decreases in wage rates provided under existing agreements and certain 
other rules involving the level of compensation although the right to 
adjust individual rates and to negotiate on the stabilization of employ- 
ment and separation allowances was preserved. 

Negotiations were begun immediately by the parties on the dependent 
benefits to be provided. On November 15, 1956 an agreement was 
reached and on December 8, 1956 the Policy Contract with the Travelers 
Insurance Company covering the employes, was amended to include the 
benefits agreed upon. 

Briefly, the following benefits were provided for the dependents of 
qualified employes under Travelers Group Policy No. GA-23000 as 
amended effective December 1, 1956. 

120 days hospital room and board (semi-private room). 

$200 for hospital extras. 

$250 surgical schedule. 

$3 allowance for doctor for each day of hospital confinement up to 

a maximum of 120 days. 

$5,000 polio insurance for each dependent. 

The above benefits do not apply in maternity cases. 

The following allowance will be made for maternity cases: 

$75 for all hospital charges. 

$75 for obstetrician plus 20% of obstetrical fee for anesthesia when 

administered by an anesthetist not employed on the hospital staff. 


In addition, the Agreement of January 18, 1955 relating to pay- 
ments to the Travelers Insurance Company under the health and wel- 
fare program was amended to provide for the payment by the carriers 
of the additional premiums required for the dependent benefits. On 
carriers where benefits are provided by Travelers to both the employes 
and their dependents, the carrier pays $10.9395 ($11.05 less one per 
cent for railroad costs) while on Hospital Association roads where 
only dependent benefits are provided by Travelers, the carrier pays 
$4.2075 ($4.25 less one per cent for railroad costs). On Hospital Asso- 
ciation roads, of course, the carrier continues to pay the Hospital 
Association dues of the individual employes up to $6.80 a month. 

It should be observed that dependents of railroad employes were 
previously covered by Travelers Group Policy No. GA-22111 negotiated 
by the organizations, under which benefits were also made available on 
a voluntary basis to furloughed and retired employes and their 
dependents with the cost being borne by the individual employes. The 
benefits provided for furloughed and retired employes and their 
dependents were likewise improved by amendments to Travelers Group 
Policy No. GA-23111 signed on May 10, 1957 which were made effective 
April 1, 1957. 

Since the wage Agreement was signed on November 1, 1956, the 
employes have received one additional increase under the terms of the 
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escalator clause amounting to three cents an hour effective May 1, 
1957. 

Thus, during the period covered by this report, the non-operating 
Standard Railway Labor Organibations including those operating 
through the Railway Employes’ Department, have received wage 
increases totaling 2742 cents per hour and have improved their health 
and welfare program to make it one of the outstanding programs of any 
major industry in the country. 


Union Shop Movement 


After almost seven years of struggle against the most bitter opposi- 
tion on the part of the reactionary elements in the railroad industry, 
the union shop movement in the railroad industry is finally being 
brought to a conclusion. 

As outlined in previous reports, the Railway Labor Act was amended 
on January 10, 1951, to permit the negotiation of union shop and 
check-off agreements in the railroad industry and on February 5, 1951, 
notices were served on the carriers by seventeen non-operating Standard 
Railway Labor Organizations, including those affiliated with the Rail- 
way Employes’ Department requesting that they negotiate such agree- 
ments. 

The carriers declined to create conference committees to negotiate 
nationally on this issue, as has been the custom for many years, but while 
the matter was pending before the National Mediation Board, negotia- 
tions were resumed on a number of individual carriers and agreements 
were negotiated with the Great Northern, the New York Central, the 
Baltimore & Ohio and Lehigh Valley Railroads. The disputes on the 
remaining carriers were finally referred to an Emergency Board, 
which recommended on February 14, 1952 that the carriers enter into 
a union shop agreement with the seventeen non-operating organizations 
involved in the dispute and that such negotiations be conducted on a 
national basis. 

Conference Committees were appointed by the Eastern and Western 
carriers, but it became apparent that an agreement could not be reached 
with the participation of the Western carriers, so negotiations were 
conducted separately with the Eastern Carriers’ Conference Committee 
and an agreement was reached on August 29, 1952. 

Following disposition of the dispute on the Eastern carriers, negotia- 
tions were resumed with the Western Carriers’ Conference Committee 
on September 30, 1952. They were willing to discuss only a maintenance 
of membership contract, which was unacceptable to the organizations. 
Since it was apparent that the policies of the carriers’ committee were 
dominated by a few reactionary managements, conferences were recessed 
and attention directed to the individual carriers. Negotiations were 
resumed with the Chicago & Northwestern Railway on which an 
agreement was reached on December 12, 1952. Soon afterwards, agree- 
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ments were signed on the Missouri, Kansas & Texas and the Wabash 
Railroads. With the solid front of the Western carriers broken, rapid 
progress was made and agreements were signed on nearly all of the 
carriers in the Western region. 

The same procedure was followed in the Southeastern region and 
good progress was also made there until it was temporarily brought to a 
halt early in 1953 by a flood of litigation instituted on various carriers 
throughout the country, either to enjoin the management and the organ- 
izations from entering into an agreement or where an agreement was 
signed, from carrying out its terms. 


Suits Challenged Validity 


For the most part, these suits challenged the validity of the union 
shop amendment to the Railway Labor Act, mainly on the grounds that 
the so called state “right-to-work” laws forbade union shop agreements 
and that the union shop amendment was an unconstitutional exercise 
of Congressional legislative authority over interstate commerce. They 
were brought, with some exceptions, by non-union employes against the 
carrier and the organizations involved usually in the form of a class 
action. 

It was apparent, however, from the similarity of the claims and 
the tactics used as well as the money spent in prosecuting them, that 
it was a well-organized campaign on the part of some of the railroads 
to thwart the unions and it became imperative to have the legality of 
the union shop settled by the Supreme Court before any further progress 
could be made. 

Despite the lack of any legal basis for these suits, the state courts 
generally issued temporary injunctions prohibiting negotiations for 
union shop agreements and the application of agreements already nego- 
tiated. After almost four years of litigation, the Supreme Court of the 
United States finally settled all possible dispute about the legality of 
union shop agreements. 

In a case originating on the Union Pacific Railroad, where a union 
shop agreement had been signed, the Supreme Court unanimously held 
in a decision rendered on May 21, 1956, that the agreement was legal, 
that the union shop amendment to the Railway Labor Act was constitu- 
tional and that it superseded any State law prohibiting such agreement 
insofar as railroad employes are concerned. (Railway Employes’ Depart- 
ment et. al. v. Hanson, 351 U.S. 225, 76 S. Ct. 714.) 

In another case originating on the Atlantic Coast Line Railroad, 
where negotiations for a union shop agreement had been enjoined, the 
Supreme Court of North Carolina vacated the injunction for the same 
reasons and on May 28, 1956 the Supreme Court of the United States 
denied a petition for certiorari. (Hudson et. al. v. Atlantic Coast Line 
Railroad et. al.) 

In a similar case originating on the Santa Fe Railway, the carrier 
not only refused to negotiate a union shop agreement, but openly aligned 
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itself with the plaintiffs in carrying on the litigation. After the United 
States Supreme Court rendered its decision in the Hanson case, the 
Supreme Court of Texas rendered a decision on July 25, 1956 dissolving 
its injunction. (Sandsberry et. al. v. Gulf Colorado & Santa Fe Rail- 
way, et. al.) The plaintiffs and the Santa Fe Railway then filed a 
motion for a rehearing contending that the record showed funds were 
used by the unions for purposes other than collective bargaining. The 
motion for a rehearing was denied, but the injunction was reinstated 
pending a decision by the Supreme Court of the United States on a 
petition for certiorari in which the same contention was made. This 
petition was denied by the Supreme Court on March 25, 1957. 


As a consequence of the Hanson case, legal obstacles have been 
removed on most of the carriers where litigation was pending and union 
shop agreements have been negotiated on all of the major carriers in 
the country with the exception of the Louisville & Nashville and the 
Santa Fe Railways. 


Ten-Year-Old Injunction 


Negotiations were resumed on the Louisville & Nashville on June 
4, 1957, but were temporarily recessed when it was discovered that 
an injunction was issued in 1945 against System Federation No. 91, 
Railway Employes’ Department which was never dissolved, and there- 
fore prevented the negotiations of a union shop agreement covering the 
shop craft employes. Proceedings are under way to bring about a 
modification of this injunction so that an agreement can be concluded. 

Meanwhile, the Santa Fe Railway adamantly refuses to enter into 
a union shop agreement even though the legality of the union shop 
amendment to the Railway Labor Act has been decided by the Supreme 
Court. 

In the negotiations which were resumed on July 29, 1957, the car- 
rier has not only declined to accept the agreement which has been 
generally adopted in the railroad industry, but is carrying on an 
intensive propaganda campaign among its employes against the union 
shop. As the self-appointed protector of its employes, the carrier is 
demanding, among other things, that a restriction be placed on the use 
to which funds collected from the employes under a union shop agree- 
_ ment can be put. This would invite a multitude of additional lawsuits. 

The National Mediation Board intervened in this dispute on September 
10, 1957, but was unsuccessful in bringing about a settlement, and 
as we go to press, a strike ballot is being spread on the property. 

While the immediate issue on the Santa Fe is the union shop, the 
real issue is the right of the organizations to represent the employes on 
this property. Notwithstanding the decision of the Supreme Court of 
the United States, the carrie continues to insist that union funds cannot 
be used for political or ideological purposes, on the basis of a recent 
decision of the Georgia Supreme Court. (Nancy M. Looper, et. al. v. 
Georgia Southern & Florida, et.al.) 
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In demanding this as a condition of granting a union shop, the 
carrier wishes to exercise the same control that it once did when it had 
a company union. Such a principle would have devastating repercus- 
sions for not only would the organizations be helpless to oppose harmful 
legislation, such as the misnamed “right-to-work” laws, but they could 
not seek improvements in legislation dealing with retirement, unemploy- 
ment, safety and the like or even fight communism or fascism. While 
pretending to be solicitious of its employes, the carrier is using this 
as a false front to destroy the organizations because they have been 
responsible for improving the welfare of the employes. 


The Georgia Supreme Court case cited, did not dispute the legality 
of a union shop agreement, but only said that if after an agreement is 
in effect, an employe can prove that substantial portions of union funds 
are in fact being used to support political purposes which he does not 
approve, he should have a chance to prove it rather than have his case 
summarily dismissed. We think the Supreme Court of the United States 
will overrule this decision, but in the meantime, there is no reason, 
legal or otherwise, why the Santa Fe should not enter into the same 
union shop agreement which is in effect on virtually all of the railroads 
in the country, and no effort will be spared to achieve that objective. 


National Movement on Canadian Railways 


Meanwhile, a national movement was inaugurated by fifteen non- 
operating Standard Railway Labor Organizations on the Canadian Rail- 
ways to secure an increase in wage rates and improved working condi- 
tions. 

On November 2, 1955, uniform netices were served on the Canadian 
National, Canadian Pacific, Toronto Hamilton and Buffalo, Ontario 
Northland, and Algoma Central and Hudson Bay Railways requesting 
a wage increase of 18 per cent, a company-financed health and welfare 
plan costing 8 cents an hour, three additional holidays with pay and 
extension of holiday pay to monthly rated employes. Negotiations were 
begun on November 17, but the carriers declined the employes’ requests 
and negotiations were terminated on November 25, 1955. The Minister 
of Labour was requested to appoint a Conciliation Board to consider 
the dispute under the provisions of the Industrial Relations and Dis- 
putes Investigation Act. On December 15, 1955, another conference was 
held with the carriers’ representatives at their request at which they 
proposed that the organizations accept in advance the findings of the 
Conciliation Board. This proposal was rejected by the organizations 
as being a form of arbitration to which they were unalterably opposed, 
and on January 3, 1956, the Minister of Labour announced the appoint- 
ment of a Conciliation Board composed of Mr. Eric G. Taylor, Chair- 
man; Mr. David Lewis, nominated by the organizations and Mr. Paul 
S. Smith, nominated by the railways. 
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The Board began hearings on January 30 and voluminous testimony 
was presented by the parties. There was an adjournment from February 
24 to March 7 for the preparation of rebuttals after which proceedings 
were continued until March 10, 1956. During the closing days of the 
hearings, the Board made an effort to mediate the dispute, which was 
unsuccessful, and on April 9, 1956, submitted its report to the Minister 
of Labour. The majority report was signed by the Chairman, Mr. Eric 
G. Taylor and Mr. David Lewis, the labor member, while the minority 
report was signed by Mr. Paul Smith, the carrier member of the Board. 


Summary of Recommendations 


Following is a summary of the recommendations from the majority 
report, which constituted the report of the Board: 


(1) That the parties sign a Collective Agreement to be effective for 
two years from January Ist, 1956, until December 31st, 1957. 

(2) That effective April 1st, 1956, the non-operating employees 
before us receive a wage increase of 6 per cent of their rates as 
they were at December 31st, 1955, half of said 6% to be retro- 
active to January Ist, 1956. 

(3) That effective November ist, 1956, there be a further wage 
increase of 2% on the rates as at December 31st, 1955. 

(4) That effective June 1st, 1957, there be a further increase of 
3% on the wage rates as at December 31st, 1955, to remain 
effective until the termination date of the Agreement. 

(5) That effective January lst, 1957, a Health and Welfare Plan 
be instituted for the employees before us, on a contributory basis, 
costing in total 5 cents per hour per employee, toward the cost 
of which the Railways are to contribute 2% cents per hour per 
employee commencing January ist, 1957, the details of such 
plan to be negotiated by the parties by said date. 

(6) That all the employees who now receive pay for five Statutory 
Holidays receive pay for a sixth holiday, namely, Thanksgiving 
Day, during 1956, on the same basis as they now receive it for 
the five holidays. 

(7) That all the employees referred to in the immediately preceding 
point receive pay for a seventh Statutory Holiday, namely, 
Victoria Day, in 1957, on the same basis. 


Although not satisfied with the recommendations of the majority 
report, the organizations advised the Minister of Labour that they 
would accept them as the basis for settlement of the controversy as their 
contribution toward the stability of the industry. The carriers, on the 
other hand, did not give their unqualified acceptance, almost precipi- 
tating a strike vote, but at the request of the Minister of Labour, con- 
ferences between the parties were resumed on May 8, 1956. After 
further negotiations, the carriers accepted the majority recommendations 
and an agreement was signed on May 16, 1956 settling the controversy. 
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Provisions of Agreements 


Briefly, the agreement provided for a wage increase of 11 per cent 
spread over a 14 month period as follows: 3 per cent effective January 
1, 1956; another 3 per cent effective April 1, 1956; an additional 
increase of 2 per cent effective November 1, 1956 and a further increase 
of 3 per cent effective June 1, 1957. All increases were computed on 
the basis of rates in effect December 1, 1955, the expiration date of the 
previous contract. In addition, the agreement provided that all employes 
who were receiving pay for five Statutory Holidays, would receive pay 
for two additional holidays on the same basis, namely, Thanksgiving 
Day effective in 1956 and Victoria Day effective in 1957. 

The agreement also provided for the establishment of a contributory 
health and welfare plan to become effective January 1, 1957 under 
which the carriers would pay $4.25 per month with an equal amount 
to be deducted from the employes’ pay. Under the agreement, the 
Employee Benefit Plan Committee was established to prepare a supple- 
mental agreement outlining the benefits to be provided for consideration 
by the parties. This Committee would meet within 30 days after the 
signing of the agreement and report not later than November 1, 1956. 
The benefits were to be financed entirely by the amounts contributed 
by the carriers and the employes and it was agreed that such amounts 
could not be changed before January 1, 1959 and thereafter only on 
the recommendation of the Employee Benefit Plan Committee subject 
to prior notice in writing of 60 days by either party of a desire to 
negotiate on the matter. 

As recommended by the Conciliation Board, the Master Agreement 
became effective January 1, 1956 for a period of two years subject to 
60 days’ notice in writing after October 31, 1957 of the desire of either 
party to revise or terminate it. 


Employee Benefit Plan 


In accordance with the terms of the Master Agreement, the Employee 
Benefit Plan Committee consisting of four members appointed by the 
railways and four members appointed by the organizations began its 
work on June 15, 1956. A careful study was made of various plans and 
requests for quotations were submitted to a total of 92 underwriters with 
respect to weekly indemnity and life insurance benefits and 59 under- 
writers with respect to hospital, medieal and surgical benefits. After 
almost six months of study, which was directed to securing the maxi- 
mum benefits which could be purchased for the contributions being 
made by the carriers and employes, a health and welfare plan was 
agreed upon providing for life insurance, accident insurance and hos- 
pital, medical and surgical benefits for Canada’s 140,000 non-operating 
employes as well as their dependents. 

The plan provides $500 group life insurance for each employe and 
weekly payments amounting to 75% of base pay up to a maximum of 
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$40 for loss of income because of sickness and non-occupational acci- 
dents. Benefits are payable from the first day in case of accident and 
from the 8th day in case of sickness for a maximum period of 13 
weeks. 

These benefits are being underwritten by a group of insurance com- 
panies, of which the Sun Life Assurance Company of Canada is the 
prime underwriter, as a result of competitive bidding. 

Two separate plans of hospital, medical and surgical benefits are 
provided for the employes and their dependents under the agreement, 
one covering those living in the Provinces west of Manitoba and the 
other covering those living in the Provinces east of Saskatchewan. 
This was necessary because although all employes are required to pay 
the same amount regardless of place of residence, employes in the 
Provinces west of Manitoba are covered by hospital plans sponsored 
by the Provincial Governments. These employes receive additional bene- 
fits under the agreement including doctor services in the home and 
office as well as in the hospital. 

Hospital and surgical benefits, where not provided under Govern- 
ment sponsored plans are provided through the Canadian Council of 
Blue Cross and Trans-Canada Medical Plans. The benefits which cover 
employes and their dependents, including unmarried children up to 19 
years of age, are briefly as follows: 


1. Hospital benefits include 70 days standard ward accommodation 
for each admission. 

. Maternity benefits up to $50 for all hospital services. 

Unlimited extras, including drugs and x-rays. 

. Surgical operations to a maximum of $300. 

. Treatment for fractures and dislocations. 
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There is no waiting period for maternity benefits or surgery as 
required under some private plans and employes are relieved of paying 
premiums while they are receiving weekly indemnity benefits. 

For employees and dependents in Saskatchewan, Manitoba, British 
Columbia and the Yukon, where hospital care is now provided under 
Provincial plans, the following benefits are added under the agreement: 


Surgeon’s fees including full pregnancy allowances. 

. Doctors’ calls. 

. Anesthetists’ services. 

Special diagnostic procedures. 

Care for chronic conditions up to one year. 

. Limited oral and cosmetic surgery. 

. Treatment of allergy and cold conditions. 

75 per cent of the cost of special] nurses in hospital up to 7 days 
reducing thereafter to 50 per cent. 
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Canadian Pacific Railway employes in British Columbia will con- 
tinue to have surgical and medical benefits provided by the Canadian 
Pacific Employees Medical Association of British Columbia. Premiums 
covering these benefits are paid to the Association. 
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Provision is also made for more comprehensive coverage including 
hospital benefits at semi-private rates for those employes who wish to 
make an additional contribution. While the basic coverage is com- 
pulsory the optional coverage is made available on a voluntary basis. 

Arrangements have also been made with the hospital and medical 
underwriters for employes who retire to continue some form of cover- 
age at their own expense. 

This is one of the largest health and welfare plans of its kind in 
Canada, covering about a half-million individuals and represents a great 
step forward in protecting the employes and their families against the 
hazards of injury, sickness and death. 


Amendments to Railroad Retirement 
and Railroad Unemployment Insurance Acts 


In the legislative field, proposed amendments to the Railroad Retire- 
ment Act were presented to the Congress early last year providing for 
increased benefits for railroad employes and their families to meet the 
rising cost of living. 

Sponsored by all of the Standard Railway Labor Organizations, a 
bill designated as H. R. 9065 was introduced in the House on February 
6, 1956, which provided for an increase in most benefits of 15 per cent, 
an increase in the tax rate on both employes and employers of 1 per 
cent, from 6% to 744 per cent, to finance the higher benefits and a tax 
offset feature under which retirement taxes paid by the employes would 
be exempt from Federal income tax. 

This bill was referred to the House Committee on Interstate and 
Foreign Commerce, but the House Ways and Means Committee insisted 
that they had jurisdiction over the income tax provisions. Another 
bill designated as H. R. 10578 containing these provisions was therefore 
introduced and referred to that Committee. 

Meanwhile, a bill embodying the oganizations’ proposals designated 
as S. 3616 was introduced in the Senate, which was referred to the 
Committee on Labor and Public Welfare. Corresponding to the action 
taken in the House the Finance Committee of the Senate passed a 
resolution claiming jurisdiction over the income tax provisions of this 
bill. 

While there was favorable sentiment in both the House and the 
Senate for an increase in retirement benefits for railway employes and 
their families, because of pressure exerted by the Administration against 
the tax proposal, the House Ways and Means Committee failed to re- 
port the tax measure by the close margin of one vote. With Congress 
getting ready to adjourn, a compromise bill was introduced providing 
for an interim increase of 10 per cent in most benefits, but with the 
understanding that the tax proposals, which were left out, would be 
considered by the next session of the Congress. This measure was passed 
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in the closing days of the 84th Congress and was approved by the 
President on August 7, 1956. (Public Law No. 1018, 84th Congress, 2nd 
session) 

As the result of these amendments an increase of up to 10 per cent 
in monthly benefits was made applicable to approximately two-thirds 
of the persons on the Railroad Retirement monthly benefit rolls effective 
with payments for July, 1956. Those who did not benefit fell into three 
groups: (1) persons covered by the so-called “social security minimum” 
who already receive at least 10 per cent more than would be payable to 
them under existing Railroad Retirement formulas; (2) wives of retired 
railroad employes who already receive the $54.30 maximum monthly 
spouse’s benefit; and (3) certain classes of survivors (widows, parents 
and children) who were previously raised under the “social security 
minimum.” 

Under the new retirement annuity formula, the factors which are 
applied to an employe’s average monthly compensation, to obtain the 
amount of annuity per year of service, are as follows: 3.04 per cent of 
the first $50; 2.28 per cent of the next $100; and 1.52 per cent of the 
remainder. An annuity computed under the new railroad minimum 
formula is the smallest of the following amounts: $4.55 times the em- 
ploye’s years of service; $75.90; or the employe’s average monthly com- 
pensation. ‘ 

Under the new formula, for the calculation of survivor. benefits, the 
basic amount is computed by taking the sum of 44 per cent of the 
first $75 of the average monthly remuneration and 11 per cent of the 
remainder, and adding 1 per cent of the result for each year after 1936 
that the employe earned at least $200 in combined railroad and social 
security employment. 

Amendments to the Social Security Act were also approved on 
August 1, 1956 (Public Law No. 880, 84th Congress, 2nd session) which 
affected the railroad retirement system through the social security 
minimum and the financial interchange provisions in the Railroad Re- 
tirement Act. 


Plan for Improving Benefits 


Since Congress did not provide the means of financing the interim 
increase in retirement benefits and also failed to eliminate the “tax on 
a tax” on railroad employes, the Standard Railway Labor Organizations, 
after giving the matter considerable study, agreed on a program which 
would increase both retirement and unemployment insurance benefits, 
while preserving the financial stability of these systems. 

This program was embodied in a bill designated as H.R. 4353, which 
was introduced in the House on February 5, 1957 by Congressman Oren 
Harris and referred to the Committee on Interstate and Foreign Com- 
merce. An identical bill, H.R. 4854 was introduced the same day by 
Congressman Charles E. Wolverton and subsequently numerous other 
members of Congress indorsed this legislation. The companion bill, de- 


395 


signated as S. 1313 was introduced in the Senate by Senator Wayne 
Morse on February 20, 1957 with numerous Senators acting as co-spon- 
sors. This measure was referred to the Senate Committee on Labor and 
Public Welfare. 

Briefly, this proposed legislation would amend the Railroad Retire- 
ment Act as follows: 

1. Benefits of every kind would be increased by 10 per cent. The only 
exception, which would affect very few, is that an annuity could not be 
raised higher than the average railroad pay an employe received before 
he retired. 

2. An employe retired for disability would not lose his annuity for 
any month in which he earned more than $100 if his total earnings in 
the year did not exceed $1,200. For each $100 earned over $1,200, he 
would not lose more than one month’s annuity. 

3. Women employes with less than 30 years’ service would be eligible 
to retire on a reduced annuity at the age of 62. Women with 30 years’ 
service could, as under the present law, retire with a full annuity at 
60. 

4. A wife or husband could choose to receive a reduced spouse’s an- 
nuity at the age of 62, instead of waiting for a full annuity at 65. 

5. The “insurance lump sum,” up to $750, would be paid even if 
the deceased employe leaves a survivor who is entitled to an annuity. 

6. The maximum pay credited toward annuities would be increased 
from $350 to $400 a month. 

7. As a result of the increase in credited pay, the “residual lump 
sum” would be increased. 


To provide funds for the proposed increase in retirement benefits, 
the Railroad Retirement Tax Act would be amended as follows: 

1. The maximum taxable pay base would be increased from $350 to 
$400 a month. 

2. The tax rate on employers and employes would be increased from 
6% to 7% per cent. 


Proposed Changes In Unemployment Insurance 


The bill also provided for the following changes in the Railroad Un- 
employment Insurance Act to improve benefits for railroad employes who 
are unemployed because of lay-offs or sickness: 

1. The daily benefit rate would be increased from 50 to 60 per cent 
of the pay an employe received in his last rail employment. 

2. The maximum daily benefit rate would be raised from $8.50 to 
$10.20. 

8. Jobless benefits would be paid for Sundays and holidays. 
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4. The number of days for which unemployment benefits would be 
paid in the first registration period would be increased from seven to 
ten. 

5. The unemployment pay period would be lengthened for employes 
with five or more years of railroad service. The longer the service, the 
more the period would be lengthened. 

6. The minimum “base year” earnings required to qualify for un- 
employment benefits in a “benefit year” would be increased from $400 
to $500. 

7. The maximum earnings on which an employer would pay the un- 
employment insurance tax would be increased from $350 to $400 a 
month. 

8. The unemployment tax rates paid by employers would be in- 
creased on a “sliding scale,” depending upon the amount of money in the 
Railroad Unemployment Insurance Fund. 


In addition to providing a much needed increase in benefits to meet 
the continuing rise in the cost of living, as well as the means of financing 
it, an important feature of this program was the provision for extended 
unemployment insurance benefits for employes with five or more years 
of service. The railroads are going through great changes such as 
mergers, consolidation of facilities, and technological improvements 
which have produced violent changes in opportunities for employment. 
Not only have employes with long service been suddenly cut off but 
serious dislocations have occurred in the lives of employes because facili- 
ties were closed down or moved elsewhere. The Job Protection Agreement 
of 1936 provides some measure of protection but only for employes 
adversely affected by consolidation of facilities of separate carriers as 
defined in the agreement. In order to provide similar protection for em- 
ployes who lose their jobs as the result of consolidations and relocation 
of facilities on a single railroad, H.R. 4353 would amend the Railroad 
Unemployment Insurance Act to set up extended benefit periods for em- 
ployes who do not voluntarily leave work without good cause or who do 
not voluntarily retire, the benefits in each case to be extended on the 
basis of the employes total years of service. The number of extended 
benefit periods would range from 39 for employes with 5 and less than 
10 years of service up to a total of 117 for employes with 20 years or 
more of service and would begin on the first day of unemployment fol- 
lowing the day on which the employe exhausted his then current rights 
to normal benefits for days of unemployment. They would continue for 
successive 14-day periods (each of which period would constitute a reg- 
istration period) until the number of such 14-day periods totaled the 
maximum to which the employe was entitled. 

On January 24, 1957, a separate bill designated as H.R. 3665 was 
introduced in the House by Congressman Eugene J. McCarthy which 
would exempt the retirement taxes paid by railroad employes from 
Federal income withholding taxes and serve to offset the increase in 
the retirement payroll tax. Such a proposal is sound since the car- 
riers get a 52 per cent income tax offset on their share of the pay- 
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roll tax. In addition, most taxes are deductible from individual in- 
comes taxed by the Federal Government. Later, on March 4, 1957, 
Congressman McCarthy introduced another bill identified as H.R. 5551, 
which would exempt from income and withholding taxes not only rail- 
road employe retirement taxes but taxes paid by the employes into the 
Civil Service and Social Security retirement systems. Specifically, it 
provided for the exclusion from individual gross income for income tax 
purposes, and from “wages” for withholding purposes, the amount de- 
ducted from the compensation of employes for the support of the Rail- 
road Retirement, Social Security and Civil Service systems. This legisla- 
tion, which had the support of the whole labor movement, was referred 
to the House Ways and Means Committee. 

Extensive testimony was presented by the representatives of the 
organizations to the House Committee on Interstate and Foreign Com- 
merce and the Sub-Committee of the Senate on Labor and Public Welfare 
in support of H.R. 4353, S. 1313 and identical bills. The representatives 
of the carriers not only vigourously opposed the organizations’ proposals 
but sponsored counter-legislation. Introduced in the Senate as S. 1630 
and in the House as H.R. 6016 these and identical bills would cause 
drastic reductions in the total amount of unemployment insurance and 
sickness benefits, set up new disqualifying provisions which would elimi- 
nate many beneficiaries and greatly complicate administration of the law. 


Proposals In Amendments 


Among other things, the amendments proposed by the carriers would 
(1) eliminate the payment of unemployment insurance benefits resulting 
from strikes, quits, discharges, suspensions and refusal to accept suitable 
work; (2) eliminate maternity benefits; (3) establish an individual bene- 
fit year for each employe claiming benefits; (4) disqualify employes who 
do not work in at least five months of their base year, more than one of 
which must be in the last half, and who do not earn in their base year 
at least 87 times their last daily rate of pay in that year; (5) increase 
the unemployment waiting period from seven to nine days; (6) revise 
the basis of computing earnings used in determining benefits by not 
counting that portion withheld for income and retirement taxes; and 
(7) change the basis of computing benefits to 60 per cent of such earn- 
ings instead of 50 per cent gross earnings as provided in the existing 
law and by eliminating the benefit schedule. 

Although hearings before the Sub-committee of the Senate Committee 
on Labor and Public Welfare had been completed on the organizations’ 
proposals, additional hearings were held so that testimony could be 
offered by the organizations in opposition to the carriers’ proposals 
which if enacted into law would wreck the Railroad Unemployment 
Insurance Act. 

Meanwhile, the bill to eliminate the “tax on tax” was bottled up in 
the House Ways and Means Committee where hearings were delayed 
because of pressure being exerted by the Administration. This measure 
was an integral part of the whole program to improve benefits and 
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without it no progress could be made. As the first session of the 85th 
Congress drew to a close, it became involved in lengthy debate on the 
civil rights bill, with the result that no further action was taken on the 
tax measure or the imprevements im railroad retirement and unemploy- 
ment insurance benefits sought by the organizations. However, the 
second session of the 85th Congress, which convenes next January, 
will resume consideration of the bills sponsored by the Standard Rail- 
way Labor Organizations and every effort will be made to secure their 
enactment. 

One other development should be observed in connection with the 
operation of the Railroad Unemployment Insurance Act. 

Section 8 of the law provides that the contribution rate with respect 
to compensation paid by an employer during any calendar year will 
be determined by the balance in the Railroad Unemployment Insurance 
Account at the close of business on September 30 of the preceding year, 
in accordance with the following schedule. 

The rate for the 


If the balance on September 30 is: following year is: 

Ne SD oo ine nuweseneeeennueseers % per cent 
400,000,000 or more but less than 450,000,000 ...... 1 _—iper cent 
350,000,000 or more but less than 400,000,000 ...... 1% per cent 
300,000,000 or more but less than 350,000,000 ...... 2 ~=per cent 
250,000,000 or more but less than 300,000,000 ...... 2% per cent 
ee CIE oxo dv dte Ke nenienne caer een 3 per cent 


Since the balance in this account as of September 30, 1956 was 
below $350,000,000 the contribution rate for the calendar year 1957 
was increased from 1% per cent to 2 per cent. These contributions are 
paid entirely by the employer. 


Progress for Railway Employes 


The gains made over the past two years represent substantial prog- 
ress, however, extreme vigilance is necessary, not only to protect these 
gains, but to preserve the right of the employes to seek further improve- 
ments in their welfare. The reactionary elements, both in and outside of 
the railroad industry, have vigorously opposed the union shop and have 
sought to undermine the effectiveness of the organizations by pressing 
for the enactment of so-called “right-to-work” laws. 

This represents a real danger in the present political climate, but 
with the steadfast loyalty and support of the employes, we will meet 
this challenge and go forward to even greater progress. 
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CONCLUSION 


The Report which we herewith submit lists the accomplishments of 
the AFL-CIO in many fields and our thinking on the great issues facing 
labor in America. 

During the first two years of its existence, the American Federation 
of Labor and Congress of Industrial Organizations has been faced with 
a series of complex and difficult problems. 

It is to the credit of this organization—its executive officers, its staff, 
affiliated unions, its state and local bodies—that they have maintained 
a high degree of statesmanship in seeking to work out by democratic 
methods and with a democratic spirit the solutions to the problems that 
face us. 

Our record is one in which we of the Executive Council, indeed every 
union member, may take justified pride, while recognizing that we still 
have far to go to achieve the sort of labor movement that will be ideal. 

Since the merger convention, the Executive Council has met eleven 
times: On December 5 and 9, 1958; February 6 through 14, May 1, June 5 
through 7 and August 27 through 30, 1956; January 28 through Feb- 
ruary 6, May 20 through 23, August 12 through 15, September 14 and 25 
and October 24 and 25, 1957. 

A supplement to this Report, under separate cover, contains all the 
documents in the cases of the six international unions which have been 
cited during the past two years for failure to meet the AFL-CIO’s stand- 
ards of ethical practices. 

A second supplementary Report, based on the above and on the actions 
and recommendations of the Executive Council at its meeting on Decem- 
ber 4, 1957, and containing recommendations on those specific subjects 
which require action by the Convention, will be presented to the delegates. 

The Executive Council of the AFL-CIO proudly submits this Report 
to the delegates to the Second Constitutional Convention of the American 
Federation of Labor and Congress of Industrial Organizations for their 
study, for deliberation, and to aid their determination of policy that will 
guide the AFL-CIO in the two years that lie ahead. 


George Meany, President 
Wm. F. Schnitzler, Secretary-Treasurer 


Walter P. Reuther George M. Harrison Harry C. Bates 


Wm. C. Birthright James B. Carey Wm. C. Doherty 
David Dubinsky Chas, J. MacGowan David J. McDonald 
Emil Rieve Herman Winter Wm. L. McFetridge 
James C. Petrillo Joseph Curran M. A. Hutcheson 
A. J. Hayes Joseph D. Keenan L. S. Buckmaster 
Jacob S. Potofsky A. Philip Randolph Richard F. Walsh 
Lee W. Minton Joseph A. Beirne James A. Suffridge 
O. A. Knight John F. English Karl F. Feller 
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Introduction 


This supplement to the Report of the AFL-CIO Executive Council 
covers the actions of the Council in the cases of six international unions 
which were referred to the Ethical Practices Committee under the pro- 
visions of the AFL-CIO Constitution. 


In addition, this supplement covers the cases of two directly-affiliated 
locals in which the President of the AFL-CIO took action against the 
local officers under the provisions of the Constitution. 


The Supplemental Report also contains pertinent sections of the 
Constitution; the AFL-CIO Resolution on Ethical Practices, adopted at 
the first constitutional convention in New York City in December 1955; 
and a Resolution on Procedures in the handling of Ethical Practices 
Cases, adopted by the AFL-CIO Executive Council in June 1956. 


I 


Pertinent Sections of AFL-CIO Constitution 


ARTICLE II, SECTION 10: 


The objects and principles of this Federation are: 
... To protect the labor movement from any and all corrupt influences 
and from the undermining efforts of communist agencies and all others 
who are opposed to the basic principles of our democracy and free demo- 
cratic unionism. 


ARTICLE VIII, SECTION 7: 


It is a basic principle of this Federation that it must be and remain 
free from any and all corrupt influences and from the undermining 
efforts of communist, fascist or other totalitarian agencies who are 
opposed to the basic principles of our democracy and of free and demo- 
cratic trade unionism. The Executive Council, when requested to do so by 
the President or by any other member of the Executive Council, shall 
have the power to conduct an investigation, directly or through an 
appropriate standing or special committee appointed by the President, 
of any situation in which there is reason to believe that any affiliate 
is dominated, controlled or substantially influenced in the conduct of its 
affairs by any corrupt influence, or that the policies or activities of any 
affiliate are consistently directed toward the advocacy, support, advance- 
ment or achievement of the program or of the purposes of the Com- 
munist Party, any fascist organization or other totalitarian movement. 
Upon the completion of such an investigation, including a hearing if 
requested, the Executive Council shall have the authority to make 
recommendations or give directions to the affiliate involved and shall 
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have the further authority, upon a two-thirds vote, to suspend any 
affiliate found guilty of a violation of this section. Any action of the 
Executive Council under this section may be appealed to the convention, 
provided, however, that such action shall be effective when taken and 
shall remain in full force and affect pending any appeal. 


ARTICLE XIII, SECTION 1(d): 


The Committee on Ethical Practices shall be vested with the duty and 
responsibility to assist the Executive Council in carrying out the constitu- 
tional determination of the Federation to keep the Federation free from 
any taint of corruption or communism, in accordance with the provisions 
of this constitution. 


ARTICLE XV 


LOCAL UNIONS DIRECTLY AFFILIATED TO THE FEDERATION, 
ORGANIZING COMMITTEES AND NATIONAL COUNCILS 


Section 1. Subject to the provisions of Article III, Section 7, the 
Federation is authorized to issue charters and certificates of affiliation to 
organizing committees and directly affiliated local unions. 


Sec. 2. The Executive Council of the Federation shall issue rules 
governing the conduct, activities, affairs, finances and property of organiz- 
ing committees, national councils, and directly affiliated local unions, and 
governing the suspensions, expulsion and termination of such organi- 
zations. Such rules shall define the powers of the President, or his 
designee, with respect tu ‘lisciplinary action against such organizations, or 
their officers. They shail provide for notice and hearing in all cases in 
which such action is taken with respect to directly affiliated local unions, 
but shall permit emergency action (including the authority to suspend 
officers and establish a trusteeship over such local unions and their 
property) prior to hearing where in the opinion of the President the 
interests of the Federation so require. The rules shall further provide for 
appeals to the Executive Council and to the convention, but shall provide 
that decisions appealed from shall remain in full force and effect pending 
any appeal. 

Upon the dissolution, suspension or revocation of the charter of any 
such organizations, all funds and property of any character shall revert to 
the Federation, which shall to the extent appropriate hold such funds and 
property in trust until such time that the suspended or defunct organi- 
zation may be reorganized and be able to confine its activities and actions 
to conform with the constitution and laws of this Federation. It shall be 
the duty of the officers of any such organization which has been dissolved 
or whose charter has been suspended or revoked to deliver all funds and 
property to the President of the Federation or his designated representa- 
tive. In the event of a failure or refusal to so deliver such funds and 
property, all expenses incurred by the Federation in recovering such funds 
and property shall be a lawful charge upon the funds and property 
involved and, on recovery thereof, the Federation shall reimburse itself 
from the funds and property recovered. 
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AFL-CIO Resolution on Ethical Practices 
(Adopted by AFL-CIO Convention, December 1955) 


The democratic institutions of the United States of America were 
established on the foundation of honesty, integrity, responsibility. The 
free and democratic labor movement of our country similarly rests upon 
the foundations of brotherhood, honesty and integrity. 


Any departure from the most exacting ethical principles is harmful 
not only to the people directly affected but to the whole fabric of our 
civilization. 

The American labor movement has ever been quick in its denunci- 
ation of public officials who betray their trust. We have been equally 
critical of businessmen who have used corrupt methods and bribery to 
gain their selfish, acquisitive ends. We must be equally quick to recognize 
and condemn those instances of racketeering, corruption, and disregard 
for ethical standards when they occur inside our labor movement. 


The vast majority of labor union officials accept their responsibility 
and trust. They endeavor honestly to carry out the democratic will of 
their members and to discharge the duties of their office. Yet the repu- 
tations of the vast majority are imperiled by the dishonest, corrupt, 
unethical practices of the few who betray their trust and who look upon 
the trade union movement not as a brotherhood to serve the general 
welfare, but as a means to advance their own selfish purposes or to for- 
ward the aims of groups or organizations who would destroy our demo- 
cratic institutions. By the adoption of the Constitution of the American 
Federation of Labor and Congress of Industrial Organizations, the 
American labor movement has clearly accepted the responsibility for keep- 
ing its own house in order and to protect the movement “from any and 
all corrupt influences and from the undermining efforts of Communist 
agencies and all others who are opposed to the basic principles of our 
democracy and free and democratic unionism.” Only by their whole- 
hearted dedication to this constitutional objective can labor unions meet 
their obligations to their memberships. Failure to meet these responsi- 
bilities can only result in governmental assumption of what are properly 
trade union functions. Reliance on the agencies of government for keeping 
our movement free from the infiltration of racketeers, crooks, Commu- 
nists, Fascists and other enemies of free democratic unionism would 
constitute a threat to the independence and freedom of the entire 
movement; 


Now, therefore, be it resolved: 


1. The First Constitutional Convention of the AFL-CIO calls upon 
all its affiliated national and international unions to take whatever steps 
are necessary within their own organizations to effect the policies and 
ethical standards set forth in the constitution of the AFL-CIO. When 
constitutional amendments or changes in internal administrative proce- 
dures are necessary for the affiliated organizations to carry out the 
responsibilities incumbent upon autonomous organizations, such amend- 
ments and changes should be undertaken at the earliest practicable time. 


2. This First Constitutional Convention of the AFL-CIO pledges its 
full support, good offices, and staff facilities of the AFL-CIO Committee 
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on Ethical Practices to all national and international unions in their efforts 
to carry out and put into practice the constitutional mandate to keep our 
organization “free from any taint of corruption or Communism.” 


Resolution on Procedures 
(Adopted by AFL-CIO Executive Council, June 1956) 


Whereas, Article II, Section 10 and Article VIII, Section 7, of the 
AFL-CIO Constitution provide that it is a basic principle of this Federa- 
tion that it must be and remain free from any and all corrupt influences; 
and 

Whereas, Article VIII, Section 7, authorizes the Executive Council, 
upon the request of the President or any other member of the Executive 
Council, “to conduct an investigation directly or through an appropriate 
standing committee or special committee appointed by the President, of 
any situation in which there is reason to believe that any affiliate is domi- 
nated, controlled or substantially influenced in the conduct of its affairs 
by any corrupt influence .. .”; and 


Whereas, Article XIII, Section 1(d) provides for a Committee on 
Ethical Practices which shall be vested with the duty and responsibility 
to assist the Executive Council in carrying out the above constitutional 
principles, and such committee has been appointed by the President with 
the approval of the Executive Council; now, therefore, be it 


RESOLVED by the Executive Council of the American Federation of 
Labor and Congress of Industrial Organizations: 


1. That the Committee on Ethical Practices is vested with the 
authority of the Council to conduct formal investigations, including a 
hearing if requested, on behalf of the Council, into any situation in which 
there is reason to believe an affiliate is dominated, controlled or substan- 
tially influenced in the conduct of its affairs by any corrupt influence and 
in which such formal investigation is requested by the President or any 
member of the Executive Council. The Committee shall report to the 
Executive Council the results of any such investigation with such recom- 
mendations to the Council as the Committee deems appropriate. 


2. The Committee is authorized, upon its own motion or upon the 
request of the President, to make such preliminary inquiries as it deems 
appropriate in order to ascertain whether any situations exist which 
require formal investigation. The Committee will report to the Executive 
Council as to any situations in which it believes that formal investigation 
is required or desirable and shall undertake such formal investigation as 
provided in paragraph 1 of this resolution. 


3. The Committee is directed to develop a set of principles and guides 
for adoption by the AFL-CIO in order to implement the constitutional 
determination that the AFL-CIO shall be and remain free from all corrupt 
influences. Upon the development of such recommended guides and prin- 
ciples, they shall be submitted by the Committee to the Executive Council 


for appropriate action. 
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Report of Ethical Practices Committee 


on 
Allied Industrial Workers of America 


The Constitution of the American Federation of Labor and Congress 
of Industrial Organizations contains the following provisions: 


“The objects and principles of this Federation are: . . 


“To protect the labor movement from any and all corrupt influ- 
ences and from the undermining efforts of communist agencies and 
all others who are opposed to the basic principles of our democracy 
and free and democratic unionism.” (Article II, Section 10.) 


“It is a basic principle of this Federation that it must be and 
remain free from any and all corrupt influences and from the under- 
mining efforts of communist, fascist or other totalitarian agencies 
who are opposed to the basic principles of our democracy and of free 
and democratic trade unionism. The Executive Council, when 
requested to do so by the President or by any other member of the 
Executive Council, shall have the power to conduct an investigation, 
directly or through an appropriate standing or special committee 
appointed by the President, of any situation in which there is reason 
to believe that any affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence, or 
that the policies or activities of any affiliate are consistently directed 
toward the advocacy, support, advancement or achievement of the 
program or of the purposes of the Communist Party, any fascist 
organization or other totalitarian movement. Upon the completion of 
such an investigation, including a hearing if requested, the Executive 
Council shall have the authority to make recommendations or give 
directions to the affiliate involved and shall have the further authority, 
upon a two-thirds vote, to suspend any affiliate found guilty of a 
violation of this section. Any action of the Executive Council under 
this Section may be appealed to the convention, provided, however, 
that such action shall be effective when taken and shall remain in 
full force and effect pending any appeal.” (Article VIII, Section 7.) 


“The Committee on Ethical Practices shall be vested with the 
duty and responsibility to assist the Executive Council in carrying 
out the constitutional determination of the Federation to keep the 
Federation free from any taint of corruption or communism, in 
accordance with the provisions of this constitution.” (Article XIII, 
Section 1(d).) 


At the First Constitutional Convention of the AFL-CIO, a Resolution 
was adopted on “Ethical Practices.” This Resolution declared that 


“By the adoption of the constitution of the American Federation 
of Labor and Congress of Industrial Organizations, the American 
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labor movement has clearly accepted the responsibility for keeping its 
own house in order and to protect the movement ‘from any and all 
corrupt influences and from the undermining efforts of Communist 
agencies and all others who are opposed to the basic principles of our 
democracy and free and democratic unionism.’ Only by their whole- 
hearted dedication to this constitutional objective can labor unions 
meet their obligations to their memberships. Failure to meet these 
responsibilities can only result in governmental assumption of what 
are properly trade union functions. Reliance on the agencies of 
government for keeping our movement free from the infiltration of 
racketeers, crooks, Communists, Fascists and other enemies of free 
democratic unionism would constitute a threat to the independence 
and freedom of the entire movement; now, therefore, be it 


“RESOLVED, 1. The First Constitutional Convention of the 
AFL-CIO calls upon all its affiliated national and international unions 
to take whatever steps are necessary within their own organizations 
to effect the policies and ethical standards set forth in the constitution 
of the AFL-CIO. When constitutional amendments or changes in 
internal administrative procedures are necessary for the affiliated 
organizations to carry out the responsibilities incumbent upon auton- 
omous organizations, such amendments and changes should be under- 
taken at the earliest practicable time. 


“2. This First Constitutional Convention of the AFL-CIO pledges 
its full support, good offices, and staff facilities of the AFL-CIO Com- 
mittee on Ethical Practices to all national and international unions in 
their efforts to carry out and put into practice the constitutional 
mandate to keep our organization ‘free from any taint of corruption 
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or Communism’. 


Further, the First Constitutional Convention adopted a Resolution 
on “Health and Welfare Plan Administration.” This resolution declares 
that such programs must be administered “as a high trust for the benefit 
only of the workers covered. The trustees or administrators of the health, 
welfare and retirement programs, whether union, management or joint, 
as well as all others exercising responsibility in connection with such 
programs, have the obligation to make sure that maximum benefits are 
provided for the money available, and that the highest ethical standards 
are observed and rigorously followed.” This resolution also declares that 
it is the responsibility of each union to keep its own house in order, and to 
take all necessary steps to establish and to maintain the highest ethical 
standards. In addition to the general declaration, the resolution defines 
certain specific “guides and standards” for trade union officials engaged in 
administration of these programs. 


Among the specific guides established is that 


“Where a salaried union official serves as employee representative 
or trustee in the administration of a health, welfare or retirement 
program, such service should be regarded as one of the functions 
expected to be performed by a union official in the normal course of 
his duties and not as an ‘extra’ function requiring further compen- 
sation, over and above his salary, from the welfare fund. Officials 
who already receive full-time pay from their union should not receive 
fees or salaries from a welfare fund.” 
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In addition, the standards and guides provide that such union officials 
“should be entirely free of any compromising personal ties, direct or 
indirect, with outside agencies—such as insurance carriers, brokers, con- 
sultants and others—doing business with the welfare plan.” If any union 
official should be found to have benefited personally from such ties and 
contacts, he “should be removed.” Likewise, the Resolution provides that 
any trustee or employee of a fund who has received an unethical payment 
should be removed. 


The Resolution provides also that “Complete records of the financial 
operations of welfare funds and programs should be maintained in accord- 
ance with the best accounting practice.” Under the standards set forth 
in the Resolution there must be full, regular reports on finances and opera- 
tion to the union membership. In addition, the Resolution calls for the full 
exploration of all available alternatives before any plan is initiated, with 
competitive bids if commercial carriers are to be used. Further, the 
Resolution prohibits any investment of welfare fund reserves in the 
business of any party doing business with the fund. 


“The duty of policing and enforcing these standards,” the Resolu- 
tion stated “is shared by every union member, as well as by local, national 
and international officials, . . . International unions should, wherever 
possible, have expert advice available for the negotiation, establishment 
and administration of health and welfare plans, and should provide 
training for union representatives in the techniques and standards of 
proper administration of welfare plans.” 


These health and welfare guides and standards are very similar 
to those which had been previously adopted at the May, 1955, meeting 
of the Executive Council of the American Federation of Labor, and later 
approved by the AFL Convention. Each former AFL affiliate was 
notified by the Executive Council that it should adhere to these standards. 
The Congress of Industrial Organizations had also adopted very similar 
guides and standards. 


Congressional Hearings and Reports 


The facts with respect to particular cases which may have violated 
legal or ethical standards in the administration of health and welfare 
plans, have been publicized principally through Congressional hearings 
and reports conducted and made by the Subcommittee on Welfare and 
Pension Funds of the Senate Committee on Labor and Public Welfare. 
This Subcommittee was originally established in the First Session of 
the 84th Congress, in April, 1954. Under the Chairmanship of Senator 
Ives of New York in the First Session, the Subcommittee held some 
hearings and rendered an Interim Report. More extensive hearings on 
particular cases were held in the Second Session, in 1955, when the 
Subcommittee operated under the chairmanship of Senator Douglas of 
Illinois, and thereafter rendered another Interim Report and a Final 
Report. 


The Senate Subcommittee on Welfare and Pension Plans held hear- 
ings on the Allied Industrial Workers of America (formerly United 
Automobile Workers of America, affiliated with the AFL), Amalgamated 
Local 286, case in November and December of 1955. The witnesses who 
appeared, besides Committee Assistant Counsel and investigators included 
presidents of companies which had collective bargaining contracts with 
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Local 286, the Secretary-Treasurer and a bookkeeping employee of the 
American Continental Insurance Company, the International Secretary- 
Treasurer Anthony Doria; and President Angelo Inciso of Local 286. 


The testimony disclosed that Local 286, formerly affiliated with Allied 
Industrial Workers of America, and located at Chicago, Illinois, is an 
amalgamated local; it organizes all types of shops, not confining itself 
to the automobile or automobile accessories field. It has about 4,000 mem- 
bers, and has bargaining agreements with approximately 36 companies 
in the Chicago area. Local 286 had a group insurance policy with Con- 
tinental Assurance Company of Chicago from August 1, 1951, to Novem- 
ber 1, 1954, and with American Continental Insurance Company of 
Chicago from November 1, 1954, to the present time. 


While Angelo Inciso, president of Local 286 stated that all of the 
insurance arrangements with the various employers dealt with by Local 
286 are incorporated in collective bargaining agreements, Subcommittee 
investigators found that a substantial number of these arrangements 
were not in writing and presumably were based on loose oral arrange- 
ments. 


The outstanding features of the insurance coverage, as revealed 
by the testimony, was that the 30-odd employers in the plan pay their 
insurance contributions as checked-off union dues, rather than in the 
usual way through contributions to a separate fund. One sum is checked 
off for each employee each month, composed of the regular $3.00 dues 
and an additional amount, determined by whether there was coverage 
for dependents as well as the employee himself, for insurance premium. 


In 1954-1955, an additional dollar per month was checked off, accord- 
ing to the testimony, at Inciso’s insistence. While the premium rate 
actually paid to the carriers for employee coverage has been $5.15 per 
month per employee from the inception of the insurance program, Local 
286 began collecting $6.15 per month per employee from the employers 
during 1954; and by October 1955, all of the companies covered by the 
group policy were paying $6.15 per employee for insurance. 


At first, several of the companies made the premium payments 
directly to the insurance carrier. In mid-1953, the testimony showed, 
Inciso determined that all companies would send their premium payments 
directly to the local, and by October 1955, all premium payments were 
made to the Local. As noted above, the carriers have never received from 
the Local more than $5.15 per employee. The Union has thus retained 
$1.00 of the so-called insurance premium in its own treasury. 


The insurance program was administered by the carriers in the 
first year, according to the evidence, but by Local 286 since then. The 
carrier reimbursed the Local for its administrative expenses by an 
advance premium discount of 2%, later increased to 4%. 


During the period in which Continental Assurance held the policy, 
the broker’s commission was 3%. After American Continental took over 
the policy, a 2% commission was paid to the new broker—Salvatore 
Oddo, an attorney for the Local and a director of the carrier. 


There was a complete commingling of monies received for insurance 
and dues received for general union expenses, including the employee 
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contributions for dependency coverage and dividends (approximately 
$30,000.00) received from the insurance carrier. Evidence adduced at 
the hearing from Angelo Inciso, Anthony Doria, and from Mrs. Frances 
Hall, bookkeeper for Local 286, left no doubt that all monies received by 
the Union, regardless of their source and for what purpose they were 
received, were generally treated as general funds of the Union. 


During most of the period under investigation these funds were 
held in three accounts: a general account, which could be drawn on 
only by Inciso; a “special” account, which was also subject only to 
Inciso’s signature; and another account, first in Milwaukee and then 
transferred to Beverly Hills, California, that could be drawn on only 
by Doria, who—until recently—served as salaried financial secretary 
of the Local as well as International Secretary-Treasurer. Funds were 
frequently shifted from one account to the other for unexplained reasons. 


The only accounting system employed, according to the testimony, 
was the use of vouchers to record receipts and disbursements, copies 
of which were sent to Doria in Beverly Hills, who used them to prepare 
the reports required to be filed with Internal Revenue and the Labor 
Department. Such income and disbursement ledgers as were kept were 
incomplete, full of errors and not balanced against the vouchers. The 
records of Local 286 were never audited by a certified public accountant, 
or by the Local’s trustees as required by the Local’s by-laws. The evi- 
dence showed that membership received no financial reports on the opera- 
tion of the Welfare Plan. 


By virtue of Local 286’s large insurance account, Inciso gained 
control, according to the testimony, of a small insurance company, the 
American Continenta! Insurance Co., and Inciso, Oddo and Mrs. Hall 
were three of the five directors. Inciso switched the group policy to that 
company, and managed its affairs without regard to regular and sound 
insurance practice. In fact, in answer to a direct question to Inciso at 
the hearings as to “who is running the insurance company,” Inciso 
replied, “Let’s say I am.” 


Inciso admitted that he used the commingled funds of the Local 
for lavish gifts to union officials, and luxury trips to resorts and abroad, 
withdrawing large sums for which he made no accounting and obtained 
no membership approval. Some of the lavish gifts included two diamond 
watches and two diamond watch bands, $1,050.00; one “gent’s” diamond 
ring, $1,200.00; and one “gent’s” diamond ring purchased on a subse- 
quent date, $1,100.00. When Doria was questioned by the Subcommittee 
as to whether he approved of such extravagant expenditures, he at- 
tempted to defend them. 


, Another expenditure of a different nature occurred in July 1954. 
At that time, according to the evidence before the Subcommittee, Local 
286 loaned the Precision Paper Tube Company $40,000.00, taking in 
exchange a chattel mortgage; the loan was to be repaid within a year. 
Inciso admitted that he, alone, without any vote of his membership, made 
a decision relative to the loan and claimed that the Union laws with 
respect to such say only that “I shall use my judgment.” The funds for 
this loan came, as did all other expenditures, from the commingled funds 
of the Union, and according to Inciso the arrangements for this loan 
were made while Local 286 had a strike in process at that Company. 
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Report of Senate Subcommittee 


The final report of the Senate Subcommittee, on April 16, 1956, 
included specific discussion of the insurance plan of Local 286. The 
report discussed extensively the commingling of insurance premiums and 
union dues and the lack of adequate financial records. The Committee 
commented on the extreme reluctance of Inciso and Secretary-Treasurer 
Doria in producing any records. The Committee declared that it felt 
“that these officials deliberately tried to evade the production of such 
records. The conditions revealed by the records, when they were finally 
produced, are, it is believed, ample explanation for the reluctance and 
evasion of these union officials.” The Subcommittee noted that the in- 
surance arrangements, calling for direct payment by the employers to 
the Union, were not contained in the vast majority of the collective 
bargaining contracts. According to the Report, the Union membership 
was not kept informed of the changes in dues, of sizeable loans made 
from the Union treasury, and of similar practices affecting the basic 
Union financial structure. The Subcommittee discussed the lavish gifts 
which Inciso had made and the extensive travels in which he had 
indulged himself. Commenting on Inciso’s defense of these expenditures 
on the ground that he believed his membership wanted him to have the 
best of everything, the Subcommittee declared that it could not “sub- 
scribe to that theory and is particularly concerned that monies intended 
to provide benefits for employees come under the complete control of one 
advocating such a philosophy.” 


The Subcommittee stated that it concurred with these remarks of 
Subcommittee Chairman Douglas during the hearings. Senator Douglas 
had expressed distress at the defense of these extensive expenditures 
made by Secretary-Treasurer Doria as well as Inciso. He told them, 
“You don’t seem to realize that what you are doing is taking money out 
of the pockets of the workers. The money does not come out of the air. 
It is contributed both in Union dues and in insurance payments from 
people who are fairly hard pressed. Now, a sense of stewardship, a sense 
of trusteeship, would require a much more simple scale of living. .. . 
Now, I don’t know if this is legal. It may be. I do not know that it is 
illegal. But I think we should examine not only the legality but the pro- 
priety of such acts. What distresses me is that both of you (Doria) and 
Mr. Inciso seem to see nothing wrong about these expenditures. You 
know, it is expenditures like these which discredit the labor movement— 
discredit the good aims of the labor movement. They cast reflections 
upon unions which do not practice such expenditures.” 


The Subcommittee Report also discussed the transfer of the insur- 
ance from the Continental Assurance Company to the American Con- 
tinental Insurance Company, which Inciso controlled. The Subcommittee 
concluded that “the reasons advanced for the purchase of American 
Continental Insurance Co., and its operations to date, are, to say the 
least, open to considerable question.” 


The Subcommittee demonstrated its deep concern over the revela- 
tions in this case by concluding that it would provide copies of its 
report and the transcript of its hearings to the Attorney General and 
Department of Insurance of the State of Illinois, as well as the State’s 
Attorney for Cook County, Illinois, and also the Internal Revenue Service 
and the Federal Department of Justice. 
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Background of Hearing Before Ethical Practices Committee 


At the next meeting of the AFL-CIO Executive Council, on June 6, 
1956, President Meany announced that he had asked a staff committee to 
study the Subcommittee report and distributed copies of the staff com- 
mittee report. The Executive Council referred the report to the Ethical 
Practices Committee. 


The Staff Committee, consisting of Nelson H. Cruikshank, Stanley H. 
Ruttenberg, and J. Albert Woll found that the Subcommittee report had 
disclosed a number of abuses. “Unjustified expenditures of funds by the 
local union President, Angelo Inciso, for his personal benefit and for the 
personal benefit of others were disclosed. In addition, numerous malprac- 
tices such as the commingling of union and welfare funds and expendi- 
tures therefrom for purposes other than welfare were cited. The 
International Union itself was directly involved through the close con- 
nection of the International Secretary-Treasurer, Anthony Doria, with 
the affairs of this local.” 


The Staff Committee reported that the administration of the plan 
directly conflicted with AFL-CIO standards and guides in a number of 
ways, including “payments to union officers; compromising personal ties 
with the insurance carrier and agent; inadequate records, accounts 
and reports; the absence of competitive bidding; and improper invest- 
ments.” The report maintained that the International Union “shares 
responsibility for the abuses and corrupt practices found in this case, 
owing to the close personal connection of the International Secretary- 
Treasurer with the financial affairs of the Local, and the failure to make 
any effort to institute reforms.” While noting that Local 286 was 
disaffiliating from the International as of April 1, 1956, the Staff com- 
mittee report declared that “The circumstances attending this action 
create a doubt as to whether the disaffiliation stems from any genuine 
intent of the International to clean house or was merely a matter of 
temporary expediency following the disclosure stemming from the Senate 
investigation.” 


The Ethical Practices Committee met on August 1, 1956, and had 
before it a detailed Staff report dealing with this case. This staff report 
dealt with the activities of New York City locals, as well as the evidence 
which had been produced before the Senate Subcommittee. 


The data on the activities of New York City locals were obtained 
from New York Times files and will be summarized below. 


The report of the Ethical Practices Committee to the AFL-CIO 
Executive Council meeting on August 27, 1956, discussed both the 
commingling of funds in the operations of Local 286, and the activities 
of the New York City locals of this International. The report covered 
the fact of commingling, the ineffective financial supervision and the 
inadequate financial records, the control of American Continental main- 
tained by Inciso and the loans, gifts and personal dominion Inciso 
apparently enjoyed over Union funds, as evidenced by the other strictly 
personal expenditures. 

In the accounts of the activities of the New York City locals of the 


Union the most prominent name was “Johnny Dio,” that is, J. Dio- 
Guardia. He was not an employee in any of the industries which were 
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being organized by the locals but his name appeared on charter applica- 
tions, and he personally financed many of the locals’ operations. 


In July, 1952, the New York City District Attorney and the Anti- 
Crime Commission made various allegations against Local 102, with 
which Dio was associated, and another New York City local. The AFL 
established a special committee to study these charges, and in February 
1953, the AFL Executive Council ordered the International to revoke the 
charter of Local 102. While President Washburn of. the International 
did cancel the charters of three other locals in the Metropolitan New 
York area, he had not cancelled the charter of Local 102 as of March 
1953. In April 1953, Dio was indicted for evading payment of New 
York State income taxes and was subsequently convicted. In May 1953, 
President Meany warned that the AFL would take steps to suspend the 
International if the charter of Local 102 were not revoked. Local 102 
was dissolved on June 2, 1953. 


In April, 1954, President Washburn expelled Dio and lifted the 
charter of five locals in New York and one in Philadelphia, which were 
dominated by Dio. President Washburn reinstated the charters of two 
of these locals on receipt of evidence that they actually had collective 
bargaining contracts and were not merely paper entities. In May 1954, 
the Executive Board of the Union reinstated the charters of most of the 
other locals and President Washburn resigned in protest at the Board’s 
failure to support his action. Earl Heaton replaced Washburn as Presi- 
dent on June 7, 1954, and is still in that office. Johnny Dio was reported 
cleared of illegal activities by the Union Executive Board on September 
9, 1954, but resigned from the Union at the same time, and has not 
since had any connection with the Union. 


After this summary of the evidence bearing upon this International, 
the Ethical Practices Committee made the following determination, 
which the AFL-CIO Executive Council unanimously approved on August 
27, 1956: 


“As a result of its preliminary inquiry to date the Committee, 
without prejudging the matter, concludes that the published reports 
provide a sufficient reason to believe that the Allied Industrial Workers 
of America may be dominated, controlled, or substantially influenced 
in the conduct of its affairs by corrupt influences in violation of the 
Constitution of the AFL-CIO. 


“The Committee, therefore, has concluded to conduct a formal inves- 
tigation, including a hearing, if requested, on behalf of the Executive 
Council in connection with this matter, so that the Committee can submit 
its report and recommendation to the next regular meeting of the Execu- 
tive Council of the AFL-CIO.” 


Hearing Before Ethical Practices Committee 


Union President Heaton requested a prompt hearing on the charges, 
and on September 25, 1956, Chairman Hayes notified the Union that a 
hearing would be held on October 3, 1956. 


A hearing was held on that date, with all the members of the Ethical 
Practices Committee and its Counsel in attendance, President Heaton, 
Secretary-Treasurer Doria, Vice-President Backinger, and four District 
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Directors and two other Board members appeared from the Union. 
The Union was also represented by counsel. 


At the outset of the hearing Chairman Hayes made a statement 
setting forth the nature and purpose of the hearing. He referred to the 
previsions of the AFL-CIO Constitution regarding corruption, and to the 
Executive Council’s authorization to the Ethical Practices Committee. 
He briefly reviewed the history of the case, from the staff report based on 
the work of the Senate Subcommittee to the calling of this hearing by 
the Committee. As to the nature of the hearing, Chairman Hayes stated, 
“This is not a criminal trial. This is a trade union hearing. We have made 
no judgment on the matters involved. Published materials raised serious 
questions of corruption with respect to this Union. We so reported to the 
Executive Council. Our object now, at this hearing, is to find the facts so 
that we may report them to the Executive Council with our recommenda- 
tions. .. . We intend to give everyone concerned a full opportunity to 
explore all of the matters with which we are concerned, so that we can, 
with all fairness to the Allied Industrial Workers Union, as well as to 
the AFL-CIO, give a full report to the Executive Council.” 


The hearing was conducted informally. The counsel and other repre- 
sentatives of the Union were afforded every opportunity to present their 
case, by way of statements and testimony, to cross examine witnesses 
called by the Committee counsel, and otherwise to present the Union’s 
defense and to present every fact and argument which the Union desired 
to call to the attention of the Committee. 


After his opening statement, Chairman Hayes called upon the Com- 
mittee Counsel to put into the record the basic documents, and the 
evidence upon which the Committee had made its recommendation and 
which led to the hearing. 


The following documents were incorporated into the record as exhibits, 
with copies to the Union, and explanations noting the relevant provisions: 
The AFL-CIO Constitution; the Policy Resolutions of the First Consti- 
tutional Convention on Ethical Practices, and on Health and Welfare Plan 
Administration; the staff report of May 29, 1956; the Executive Council 
minutes of June 6, 1956; the Executive Council resolution vesting authority 
in the Ethical Practices Committee to make investigations; the detailed 
staff report dealing with the Report of the Ethical Practices Committee 
regarding this Union and the approval thereof by the Executive Council; 
the formal notifications and acknowledgement with respect to the hearing 
before this Committee; the Reports of and the transcript of the pertinent 
portions of the hearings before the Douglas Subcommittee; a copy of the 
Union Constitution; the Union Statement on its 1953 action regarding 
Local No. 102; the May 1, 1954 Resolution of the Union Board; a document 
concerning the arrangement between the Union and Inciso, and the action 
of the Trial Examiner in an N.L.R.B. case dealing with Local 286. 


In introducing the staff reports, the staff members in charge, Stanley 
Ruttenberg and Peter Henle, respectively, appeared as witnesses, and 
were subject to cross examination on the matters which had been reviewed 
in the preparation of the reports. 


After Committee Counsel had finished the presentation of the basic 
exhibits, President Heaton made a formal statement. He vigorously denied 
any corruption. While he pledged complete cooperation, without raising 
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technicalities, the Union felt impelled to note that there were no detailed 
specifications against it; the Union took the position that it had been 
presented only with internal staff reports based largely on allegations, 
conclusions, innuendo, and opinions of the Douglas Subcommittee Report 
and the newspapers. The Union felt the procedures fell short of the due 
process to which it is entitled. Finally, chiefly through its President and 
its counsel, the Union developed a number of points. First, it stated that 
the Committee must necessarily base its recommendations “upon con- 
ditions which presently exist and can fairly be attributed to the Inter- 
national Union as a whole.” 


With its introductory statement out of the way, the Union brought out 
that it has 73,000 members in 360 local unions, and has contractural 
relations with many of the major companies in the country. 


The Union then proceeded to discuss the matter of the New York 
City locals. It indicated that AFL President Meany’s insistence, in 1953, 
upon the revocation of the charter of Local 102, was based on its invasion 
of the jurisdiction which the Teamsters properly had over taxicab drivers. 
In the matter of Washburn’s resignation, the Union said the Board felt 
that he had acted without proper authorization under the Union Consti- 
tution. The Union stated it had held its own hearings on John Dio, for 
three days around August 1, 1954, and Tio was questioned extensively. 
The New York Crime Commission and other public agencies were invited 
to participate but did not send any representatives. The Union declared 
that no evidence of wrongdoing was found. Dio resigned from the Union 
on September 3, 1954, according to the Union, solely because of the 
adverse publicity. President Heaton emphasized that the Union had taken 
this action itself, with little or no pressure from the AFL, even though 
Dio was never a paid employee of the International, only the President of 
the Local. 


At present, the Union has five locals in New York, ranging from 700 
to 1800 members each, all functioning properly in every way. Dio has no 
connection with any of them. 


Shifting to the Chicago Local 286 situation, the Union stated that 
Inciso, who had a substantial police record, had started as a part-time 
organizer, and then become President of the local. Heaton testified that 
Inciso would have more or less regular difficulties with employers, and 
because of attempts on his life; and on those occasions Secretary-Treasurer 
Doria, who had been Secretary-Treasurer of the Local, would step in, and 
operate as administrator of the Local. According to President Heaton, 
this was “primarily to see that this Local was kept straight .. .” When 
the Union transferred its headquarters from Milwaukee to Los Angeles, 
in 1955, Doria felt he could no longer play this role, and refused to have 
anything further to do with Local 286. 


At the International Convention in November 1955, Inciso succeeded 
in separating Chicago from Region No. 9, establishing the Chicago area 
as a separate Region, No. 10, and in being made director of this new region 
which entailed also a seat on the International Executive Board. He was 
able to do this, said the Union, although in early 1955, President Heaton 
had notified Inciso that he would have to straighten himself out or the 
International would have to take action against him. No action was taken, 
however, prior to the Douglas Subcommittee hearings. 
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Shortly after the Convention, according to the Union, Inciso’s conduct 
in connection with the Douglas Subcommittee brought such discredit 
upon the International Union that it was felt by the Board that action 
finally would have to be taken against him. 


The Union said it considered taking over Local 286 and appointing 
an administrator, but both the California counsel and the general counsel 
of the Union advised that this might lead to serious legal difficulties. The 
Union also considered the possibility of expelling Local 286, and a tele- 
graphic poll of the Executive Board in December 1955 favored such a 
course. This was not done. Again, the reason given was that the attorneys 
counselled against it, because of legal complications and the certainty that 
Inciso would exploit any legal loopholes to the hilt, to the embarrassment 
of the International. 


At no time, said the Union, did it consider filing charges against Inciso 
as a union member. Nor were efforts made by the International Union to 
apprise the membership of Local 286 of the Subcommittee’s disclosures. 


This entire matter was discussed again at the Executive Board 
meeting in February 1956, and it was voted to revoke the Local’s charter 
despite the legal difficulties. At the last minute, according to the Union, 
Inciso proposed that he and Local 286 voluntarily would sever their 
relations with the International, and he agreed that he would not take any 
court action. After advice from its attorneys that this was the best way of 
getting rid of Inciso and avoiding long litigation, the Executive Board, 
rescinded its revocation of the Local’s charter and approved Inciso’s 
proposition. 

As of April 1, 1956, Local 286 became completely independent with 
about 4200 members and assets of about $300,000. This compares with 
International Union assets of about $1,500,000. It was one of the largest 
locals in the Union. It is now known as Local 286, Industrial Workers of 
America, and it has two sister locals. The International, save for a 60-day 
period of grace, gave no assurance to Inciso that it would not attempt to 
take back members of Local 286. 


The Union stated that Region 10 has been returned to Region 9, an 
organizing office has been established in Chicago, and there are two local 
unions in the Chicago area that are still part of the International. 


In this instance also, the Union said, its action against the Local was 
entirely voluntary and without any pressure from the Federation. 


Although as a matter of policy the Union deplored the highly irregu- 
lar conduct of the affairs of Local 286 by Inciso, the Union claimed that 
none of Inciso’s expenditures constituted a violation of the International’s 
constitution or rules, since Inciso obtained either advance approval or 
subsequent ratification from the joint council of Local 286 for all of these 
expenditures. In the absence of International supervision of the Local’s 
finances, the Union said the only check which the International could 
make on his expenditures was to determine whether they exceeded the 
Local’s income. Since Inciso’s expenditures never created a deficit, the 
International said that its rules were not violated even though it admitted 
that if individual expenditures had been scrutinized they would not have 
stood up. 

The Union’s conduct with respect to Inciso and the New York locals 
remained the dominant issues in the hearing. Secretary-Treasurer Doria 
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was the only Union witness after President Heaton, and his testimony 
covered some of the same ground noted above. Additionally, he testified 
that he had known that Dio at times had spent substantial sums of Dio’s 
own money to continue local activities. Doria denied the press reports that 
he had stated he didn’t care about the source of any money used to run 
the Union. 


Doria had acted as administrator of Local 286, apparently on a fairly 
regular basis, most recently in 1954-55. Throughout the history of the 
Local, Inciso would become involved with hoodlum elements or other prob- 
lems every year or two, and at Inciso’s request, Doria would assume con- 
trol of the Local until Inciso was ready to return. Doria would apparently 
average some eighteen months of service during each period of adminis- 
tration. 


During this time, funds would be transferred between accounts which 
Inciso controlled and those Doria controlled. There was never an inde- 
pendent audit of the Local’s books according to Doria. 


As a general matter, according to Doria’s testimony, the Union 
maintains no standards for or direct supervision over the financial affairs 
of its local unions. While each Local is supposed to have its accounts 
audited by its trustees every 30 days, the International has no auditors 
or accountants to check the Locals, and relies on the audit reports fur- 
nished together with the per capita tax. Doria testified that the Inter- 
national has its own books audited every six months. Recently it 
instituted a new records system which enables it to keep a permanent 
record of all applications for membership throughout its Locals. 


Doria said he criticized Inciso, on the specific occasion of the purchase 
of the American Continental Insurance Company. His testimony was that 
he told Inciso at that time, “You are going to be accused of fiduciarily 
being in an untenable position.” He did nothing, however, because he be- 
lieved the membership was not being harmed, as the benefits were being 
maintained. 

Ultimately, after November, 1955, Doria stated that “My visits to 
Chicago were not enabling me to keep close enough contact and I didn’t 
want to be involved in a blow-up of the situation.” That was when Doria 
terminated his last administratorship of the Local and returned its affairs 
to Inciso. 


Doria defended the expenditures by Inciso as consistent with the most 
modern concepts of the role which should be played by union representa- 
tives. His testimony also defended the arrangements whereby Local 286 
withdrew from the International, by agreement. 


In closing, counsel for the Union stressed that the problem areas 
had been cleaned up. The charges of corruption against Inciso or Dio were 
no longer pertinent, since these men had no longer any connections with 
the International, the Union contended. Any questionable practices by 
the International had been corrected. 


Post-Hearing Submissions by Union 


On October 24, 1956, Secretary-Treasurer Doria sent the Committee 
a number of exhibits which it had requested. These included: excerpts 
from the Union Board meeting dealing with the withdrawal of Inciso 
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and Local 286; booklets describing the insurance programs offered by 
American Continental Insurance Company and Continental Assurance 
Company; the names appearing on the three charter applications for 
Local 102, and on the charter application of Local 649 (on December 18, 
1956, Doria submitted a listing of the charter members of Locals 214, 224, 
227, 355 and 649); a list of plants having contracts with Local 102 when its 
charter was initially issued; the minutes pertaining to the August, 1954, 
trial of John DioGuardio before the Union Board; listing of membership 
and contracts of locals suspended by former President Washburn; and 
copies of various New York State Labor Board decisions on the organi- 
zation of taxidrivers. 


The excerpts from the minutes were only the barest summary state- 
ments. These exhibits did not shed much additional light on the case. 


Findings of Ethical Practices Committee 


The AFL-CIO Constitution provides that a fundamental objective 
and principle of the Federation is that it must be and remain “free from 
any and all corrupt influences.” The Executive Council is authorized by 
the Constitution to take certain action when “any affiliate is dominated, 
controlled or substantially influenced in the conduct of its affairs by any 
corrupt influence.” The duty and responsibility of the Committee on 
Ethical Practices is “to assist the Executive Council in carrying out the 
constitutional determination of the Federation to keep the Federation free 
from any taint of corruption.” 


The Ethical Practices Committee is not satisfied that the Allied 
Industrial Workers Union meets this standard. The Committee reaches 
this conclusion because it believes that corrupt conduct has been amply 
proved and was not promptly and effectively cleaned up by the Inter- 
national Union. The Committee believes, further, that there is no satis- 
factory assurance that corrupt conduct will not again manifest itself in 
the conduct of the affairs of this International. 


The corrupt conduct proved was reflected in two major areas; these 
were the New York City locals and the welfare fund of Chicago Local 286. 


With respect to the New York City locals, the facts are undisputed 
that “Johnny Dio,” who was not an employee in any of the industries 
organized by the Union, was a charter member of at least one New York 
City local. Also, he contributed his own funds to the activities of the 
Local, particularly in relation to the organization of taxicab drivers. 
As practical trade unionists, the Committee does not believe Dio was a 
philanthropist. It hardly seems credible that the expenditures were dedi- 
cated to honorable union organization and achievement. These expendi- 
tures, coming from a source of such obviously questionable background 
and reputation, demanded fuller investigation and more careful review 
than they received. 


Further, former Union President Washburn withdrew the charters 
of some half dozen locals, restoring only two when it was demonstrated 
that they were not paper locals but had actually engaged in collective 
bargaining and administering labor contracts. 


This brief summary is in direct contrast with the recommendations 
of this Committee as to a code of ethical practices with respect to the 
issuance of local union charters. The very first specific recommendation 
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is that each union “by constitution or administrative regulation, should 
require, for issuance of a local union charter, application by a group of 
bona fide employees, eligible for membership in the Union, within the 
jurisdiction covered by the charter.” Among the other specific recom- 
mendations are the following: 


“A charter should never be issued to any person or persons who 
seek to use it as a ‘hunting license’ for the improper invasion of the 
jurisdictions of other affiliated unions”; and 


“A charter should never be issued or permitted to continue in 
effect for a ‘paper local’ not existing or functioning as a genuine 
local union of employees.” 


It is obvious that the actual practices of this Union did not accord 
with these standards of ethical practices respecting local union charters. 
These standards are not obscure or involved; they did not require the 
action of the Ethical Practices Committee to institute obvious minimum 
union standards. The most elementary sense of adherence to legitimate 
trade union purposes and principles would prevent the acceptance of 
strangers to the industry being organized as union members and the 
operation of any locals which did not in fact engage in union activities. 


While the record does show that this Union did conduct an investi- 
gation into Dio’s activities, the record shows also that the Union found 
nothing wrong about those activities. Dio was not expelled or censured; 
he resigned. And he resigned because the Union felt he was causing 
adverse publicity. The Union apparently would not have separated itself 
from Dio if left to its own values and standards. The cleaning up of Dio 
was effectuated by outside pressures rather than internal union enforce- 
ment of ethical practices. 


Further, there is no showing of effective compliance with the recom- 
mended Code on the issuance of local charters. The Constitution does 
not require that charter applicants be bona fide employees within the 
Union jurisdiction; and no administrative regulation to that effect appears. 
The abuses revealed in the New York locals might be repeated. 


So far as concerns Local 286, the evidence on the activities and 
manipulations of Angelo Inciso is shocking. Again the facts are undis- 
puted. The funds for health and welfare insurance were commingled with 
general union funds. The membership was not kept advised as to the 
amount of insurance premiums or the state of the union treasury. Inciso 
used Union funds for strictly personal gifts, loans, trips and similar 
expenditures which could not more obviously be in disregard of the obli- 
gation to spend union funds exclusively for the benefit of Union member- 
ship. There is no question that Inciso had not the slightest inkling of 
appropriate union conduct. He saw nothing wrong with what he did. He 
attempted to justify even his deliberate refusals to cooperate with the 
Senate Subcommittee. He had no understanding of the reasons for the 
disgust and revulsion expressed by the Senate Subcommittee. 

Although many of Inciso’s activities were admitted to be wrongful 
at the hearing before the Committee, many were defended. Particularly 
in the testimony of Secretary-Treasurer Doria, the personal expenditures 
by Inciso were defended as necessary to maintain union appearances. 


The Union evidently felt that such expenditures were consistent with 
ethical union administraticen. 
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It is true that Local 286 is no longer a part of this International, but 
the circumstances surrounding its departure do not give promise of immu- 
nity to corrupt practices. Local 286 was not expelled; Angelo Inciso was 
not tried or expelled. There were, to be sure, movements in this direction, 
but the actual separation between the International Union and Local 286 
resulted from voluntary agreement. The International voluntarily con- 
sented to the departure of a Local with a treasury of approximately 
$300,000, and with 4,200 Union members. No real thought was apparently 
given to the constitutional provision which permits a charter to be main- 
tained by seven members, or to any other basis for maintaining for the 
Union itself as much as possible of the Local’s resources and membership. 
This voluntary self-infliction of major surgery is extraordinary. 


The attempted justification that it was done on the advice of counsel 
cannot obscure the fact that such conduct is completely at odds with 
normal, healthy union policy. Had the Union fought Inciso in the regular 
union and legal manner, the very worst outcome would have been a 
complete loss of Local 286. Yet the Union accepted this worst result, in 
a voluntary settlement. The Committee cannot accept at face value the 
separation of Local 286 by agreement. 


Even this action of separation by agreement was triggered by the 
hearing before the Senate Subcommittee. It did not result from any 
internal system of maintaining strict and honest financial practices. The 
entire method of record keeping in this case was almost an invitation to 
corruption and virtualiy a device for covering it up. There was no 
systematic accounting system, and no independent audit. There was no 
continuity in the maintenance of Local 286 records, inasmuch as the 
responsibility was shuttled back and forth between Inciso and Doria for 
the monies between accounts controlled by one or the other. We are not 
satisfied that the Union has developed adequate safeguards against a 
recurrence of the practices reflected by Local 286 and the New York 
City locals. Many of Inciso’s activities were defended and are apparently 
still thought to be consistent with ethical union conduct. 


Secretary-Treasurer Doria, who retains his International Union office, 
played a leading role in both the Dio and Inciso cases. He knew that Dio 
was supporting Local 102, and that the Local was being subsidized and 
was not making its normal per capita payments; but he acquiesced and 
even approved the practice. Doria’s participation in the affairs of Local 
286 is even more intimate. He was himself the chief financial officer of 
the Local, in addition to his International responsibilities, during the 
period of Inciso’s manipulations. The abuses are so outrageous, as 
reflected in the virtual sovereignty which Inciso enjoyed over the treasury 
of the Local and over the Insurance carrier for the Local’s welfare fund, 
that the Committee must reject the notion that Doria was a wholly inno- 
cent bystander. His own words refute this notion. He knew that frankly 
mobster influences and pressures were the reason for Inciso’s regular 
desire to transfer administration of the Local to him. The Union was 
fully aware of the standing of the Local; President Heaton testified that 
Doria’s intervention was necessary “to see that this Local was kept 
straight.” And Doria said he washed his hands of the Local because he 
“didn’t want to be involved in a blow-up of the situation.” 


Ethical union practices require the prevention of such blow-ups. 
Ethical standards are not satisfied by flight before the explosion; they 
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require financial practices that insure against both the initial estab- 
lishment and the continuing toleration of obvious corruption. 


Doria was the Union Secretary-Treasurer. He was responsible for 
the accounting practices which permitted the obvious corruption of Inciso. 
Clearly there was no adequate supervision and review of expense vouchers. 
There was no system for auditing the Local expenditures. The handling 
of the funds, with the frequent transfers, was so irregular and loose that 
a responsible union financial officer should have transformed it forthwith, 
into a regular and complete accounting system. The Committee is not 
satisfied that the records and procedures today provide any bar to a 
repetition of the Inciso fiasco. 


The Union in effect rested its case -upon the contention that the 
outstanding particular cases of corruption had been terminated. For the 
reasons given above, the Committee cannot accept it as fact that all 
aspects of the corruption displayed in the particular case have been 
uprooted. The practices which tolerated and perhaps encouraged the 
corruption are apparently still being followed. The financial officer who 
was responsible for these faulty and vulnerable financial systems still 


holds his high Union office. 


The Committee believes that the abuses in this case were not at all 
hidden or subtle; they were very obvious and gross. It is difficult to 
believe that they could have continued as long as they did, had the union 
officials involved been actuated by a genuine sense of duty. 


A union official has a most solemn obligation. He must always put 
first the interests of his members. He must guard against the fact or 
even the appearance of putting personal benefit or gratification before 
the Union welfare. There seems to be no such spirit in the administration 
of the affairs of this Union. 

Moreover, even if the cases of corruption here could be considered 
fully corrected, the Committee feels more may be required of a Union 
than merely getting rid of any corruption which has already been allowed 
to burst into public view. A union’s obligation goes much further, much 
further than the mere passive response to outside pressures. Each union 
must affirmatively maintain the most scrupulous standards of faithful 


service and utmost integrity. 


Conclusion 


For the reasons set forth in this Report, the Ethical Practices Com- 
mittee concludes that the Allied Industrial Workers Union does not meet 
the standards for ethical union practices set forth in the AFL-CIO 


Constitution. 
Respectfully submitted, 


S/ Albert J. Hayes, Chairman 
S/ George M. Harrison 

S/ David Dubinsky 

S/ Jacob S. Potofsky 

S/ Joseph Curran 


January 28, 1957 
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Resolution by Executive Council 
on 
Allied Industrial Workers of America 
Miami Beach, Florida, February 5, 1957 


Moved and seconded that the Allied Industrial Workers of America, 
International Union, having been found to be in violation of Article 
VIII, Section 7 of the AFL-CIO Constitution, as being dominated, con- 
trolled and substantially influenced by corrupt influences is hereby 
ordered and directed to eliminate these corrupt influences and to correct 
the abuses set forth in the Report of the Ethical Practices Committee; 
and in addition, to eliminate from holding any position or office, either 
appointed or elective, in either the International Union or in any of its 
subordinate bodies, those who tolerated or are responsible for these 
abuses; further the Executive Council directs the International Union 
to fully and completely comply with these orders and directives to the 
satisfaction of the Executive Council within 90 days or stand suspended 
and face expulsion from the AFL-CIO. 


Statement by Executive Council 
May 23, 1957 


The Executive Council at its February meeting approved the report 
of the Ethical Practices Committee relating to the Laundry Workers’ 
International Union, the Distillery Workers’ International Union and the 
Allied Industrial Workers’ Union and directed each of these unions to 
clean house on penalty of suspension or expulsion from the AFL-CIO. 


At this meeting of the Council, the officers of these unions reported 
to the Council the steps taken by these organizations to comply with the 
directives of the Executive Council. ... 


The Executive Council notes the actions taken by the Distillery 
Workers International Union and the Allied Industrial Workers Union 
as partially correcting the abuses reported by the Ethical Practices Com- 
mittee. 


The Executive Council is not satisfied that the Distillery Workers 
and the Allied Industrial Workers have complied with the Council’s 
directives and have satisfactorily cleaned house... . 


The Executive Council further directs that the Distillery Workers 
International Union and the Allied Industrial Workers Union shall 
stand suspended from the AFL-CIO unless these organizations agree 
forthwith to be placed under probation status in the AFL-CIO for a 
period of one year and further agree that the President of the AFL-CIO 
shall appoint a Special Representative to inspect the operations of each 
of these organizations during this period and to report to each meeting 
of the Executive Council the further actions taken to insure full com- 
pliance with the report of the Ethical Practices Committee and the direc- 
tives of the Executive Council. 
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AIW on Probation 


AFL-CIO President George Meany today announced that two unions, 
the Distillery Workers and the Allied Industrial Workers, had been 
placed on probation for one year. 


The action followed acceptance of the probation status by both 
unions, who further agreed to the appointment of an AFL-CIO repre- 
sentative by Meany to “monitor” their operations for a one-year period. 
The actions had been directed by the AFL-CIO Executive Council on 
May 23. Meany named his assistant, Peter M. McGavin, to serve as the 
special representative. ... 

—AFL-CIO News Release, May 30, 1957. 


Ending of Probation of 
Allied Industrial Workers 


At the Executive Council meeting of October 24, it was moved that 
“in view of the splendid record of the Allied Industrial Workers have made 
in complying with the provisions of the Ethical Practices Committee 
Report, the probation period be lifted by the Executive Council.” 


It was voted that the probation of the Allied Industrial Workers be 
lifted. 
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Report of Ethical Practices Committee 


on 
Laundry Workers International Union 


The Constitution of the American Federation of Labor and Congress 
of Industrial Organizations contains the following provisions: 


“The objects and principles of this Federation are: . . 


“To protect the labor movement from any and all corrupt 
influences.and from the undermining efforts of communist agencies 
and all others who are opposed to the basic principles of our democ- 
racy and free and democratic unionism.” (Article II, Section 10) 


“It is a basic principle of this Federation that it must be and 
remain free from any and all corrupt influences and from the under- 
mining efforts of communist, fascist or other totalitarian agenices 
who are opposed to the basic principles of our democracy and of free 
and democratic trade unionism. The Executive Council, when re- 
quested to do so by the President or by any other member of the 
Executive Council, shall have the power to conduct an investigation, 
directly or through an appropriate standing or special committee 
appointed by the President, of any situation in which there is reason 
to believe that any affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence, or 
that the policies or activities of any affiliate are consistently directed 
toward the advocacy, support, advancement or achievement of the 
program or of the purposes of the Communist Party, any fascist 
organization or other totalitarian movement. Upon the completion 
of such investigation, including a hearing if requested, the Executive 
Council shall have the authority to make recommendations or give 
directions to the affiliate involved and shall have the further authority, 
upon a two-thirds vote, to suspend any affiliate found guilty of a 
violation of this section. Any action of the Executive Council under 
this Section may be appealed to the convention, provided, however, 
that such action shall be effective when taken and shall remain in full 
force and effect pending any appeal.” (ArticleVIII, Section 7.) 


“The Committee on Ethical Practices shall be vested with the 
duty and responsibility to assist the Executive Council in carrying 
out the constitutional determination of the Federation to keep the 
Federation free from any taint of corruption or communism, in 
accordance with the provisions of this constitution.” (Article XIII, 
Section 1(d).) 


At the First Constitutional Convention of the AFL-CIO, a Reso- 
lution was adopted on “Ethical Practices.” This Resolution declared that: 


“By the adoption of the constitution of the American Federa- 
tion of Labor and Congress of Industrial Organizations, the Ameri- 
can labor movement has clearly accepted the responsibility for 
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keeping its own house in order and to protect the movement ‘from 
any and all corrupt influences and from the undermining efforts 
of Communist agencies and all others who are opposed to the basic 
principles of our democracy and free and democratic unionism.’ 
Only by their wholehearted dedication to this constitutional objective 
can labor unions meet their obligations to their memberships. Fail- 
ure to meet these responsibilities can only result in governmental 
assumption of what are properly trade union functions. Reliance 
on the agencies of government for keeping our movement free from 
the infiltration of racketeers, crooks, Communists, Fascists and 
other enemies of free democratic unionism would constitute a 
threat to the independence and freedom of the entire movement; now, 
threfore, be it 


“RESOLVED, 1. The First Constitutional Convention of the 
AFL-CIO calls upon all its affiliated national and international 
unions to take whatever steps are necessary within their own 
organizations to effect the policies and ethical standards set forth 
in the constitution of the AFL-CIO. When constitutional amend- 
ments or changes in internal administrative procedures are neces- 
sary for the affiliated organizations to carry out the responsibilities 
incumbent upon autonomous organizations, such amendments and 
changes should be undertaken at the earliest practicable time. 


“2. This First Constitutional Convention of the AFL-CIO pledges 
its full support, good offices, and staff facilities of the AFL-CIO 
Committee on Ethical Practices to all national and international 
unions in their efforts to carry out and put into practice the consti- 
tional mandate to keep our organization ‘free from any taint of 
corruption or Communism’.” 

Further, the First Constitutional Convention adopted a Resolution 
on “Health and Welfare Plan Administration.” This resolution declares 
that such programs must be administered “as a high trust for the benefit 
only of the workers covered. The trustees or administrators of the 
health, welfare and retirement programs, whether union, management or 
joint, as well as all others exercising responsibility in connection with 
such programs, have the obligation to make sure that maximum benefits 
are provided for the money available, and that the highest ethical 
standards are observed and rigorously followed.” This resolution also 
declares that it is the responsibility of each union to keep its own house 
in order, and to take all necessary steps to establish and to maintain the 
highest ethical standards. In addition to the general declaration, the 
resolution defines certain specific “guides and standards” for trade union 
officials engaged in the administration of these programs. 


Among the specific guides established is that: 


“Where a salaried union official serves as employee representa- 
tive or trustee in the administration of a health, welfare or retire- 
ment program, such service should be regarded as one of the func- 
tions expected to be performed by a union official in the normal course 
of his duties and not as an ‘extra’ function requiring further com- 
pensation, over and above his salary, from the welfare fund. Offi- 
cials who already receive full-time pay from their union should 
not receive fees or salaries from a welfare fund.” 
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In addition, the standards and guides provide that such union 
officials “should be entirely free of any compromising personal ties, 
direct or indirect, with outside agencies—such as insurance carriers, 
brokers, consultants and others—doing business with the welfare plan.” 
If any union official should be found to have benefited personally from 
such ties and contacts, he “should be removed.” Likewise, the Resolu- 
tion provides that any trustee or employee of a fund who has received 
an unethical payment should be removed. 


The Resolution provides also that “Complete records of the financial 
operations of welfare funds and programs should be maintained in 
accordance with the best accounting practice.” Under the standards 
set forth in the Resolution there must be full, regular reports on finances 
and operation to the union membership. In addition, the Resolution 
calls for the full exploration of all available alternatives before any 
plan is initiated, with the competitive bids if commercial carriers are to 
be used. Further, the Resolution prohibits any investment of welfare 
fund reserves in the business of any party doing business with the fund. 


“The duty of policing and enforcing these standards,” the Resolu- 
tion stated, “is shared by every union member, as well as by local, 
national and international officials. . . . International unions should, 
wherever possible, have expert advice available for the negotiation, 
establishment and administration of health and welfare plans, and should 
provide training for union representatives in the techniques and stand- 
ards of proper administration of welfare plans.” 


These health and welfare guides and standards are very similar 
to those which had been previously adopted at the May, 1955, meeting 
of the Executive Council of the American Federation of Labor, and later 
approved by the AFL Convention. Each former AFL affiliate was notified 
by the Executive Council that it should adhere to these standards. The 
Congress of Industrial Organizations had also adopted very similar 
guides and standards. 


Congressional Hearings and Reports 


The facts with respect to particular cases which may have violated 
legal or ethical standards in the administration of health and welfare 
plans, have been publicized principally through Congressional hearings 
and reports conducted and made by the Subcommittee on Welfare and 
Pension Funds of the Senate Committee on Labor and Public Welfare. 
This Subcommittee was originally established in the First Session of the 
84th Congress, in April, 1954. Under the Chairmanship of Senator Ives 
of New York in the First Session, the Subcommittee held some hearings 
and rendered an Interim Report. More extensive hearings on particular 
cases were held in the Second Session, in 1955, when the Subcommittee 
operated under the chairmanship of Senator Douglas of Illinois, and 
thereafter rendered another Interim Report and a Final Report. 


The Douglas Subcommittee held extensive hearings on the Laundry 
Workers case, from March 24-April 4, 1955. The witnesses included 
Committee investigators; the Executive Vice President of the Chicago 
Hotel Association; the President, Counsel and another official of the 
Security Mutual Insurance Company, which was the insurance carrier 
for the Laundry Workers Social Security Fund; the President and Vice 
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President of the California Life Insurance Company, which succeeded 
the Security Mutual as the carrier for this welfare fund; the bookkeeper 
of the insurance agency conducted by Louis B. Saperstein, a Newark 
insurance broker; Saperstein himself; Matthew J. Dooley, who Was the 
leading employer trustee and the counsel for this fund; the bookkeeper 
for the Social Security Department; by deposition, the testimony of 
H. B. Wickes, who was Vice President of Security Mutual and the 
actuary to the fund; and Laundry Workers Union Vice President Naddeo 
and Secretary-Treasurer E. C. James. Union President Sam Byers was 
subpoenaed, but he did not appear, on the ground of illness. The Union 
books and records were subpoenaed but were not produced when ordered, 
although Subcommitiee investigators were subsequently permitted to 
examine them. 


The testimony indicated that the fund was created in 1950, as a 
result of collective bargaining, and covers approximately 65,000 members 
in 55 local unions. 


At the inception of this plan, the Security Mutual Insurance Com- 
pany became the insurance carrier. A good deal of the Committee ques- 
tioning centered on the choice of the Company, particularly whether 
there had been any alternative proposals and the extent to which the 
choice was controlled by Saperstein. While there was testimony to the 
effect that competitive bids were solicited and were received, particularly 
by employer trustee Dooley, neither he nor any other witness had any 
copies of other bids or any other evidence supporting this testimony. 


Further, the Security Mutual files did not reveal any submission of 
a comprehensive plan of coverage, such as would have been required if 
competitive bidding had been the basis of selection. The witnesses from 
Security Mutual, as well as the Subcommittee investigators, made it 
quite clear that this carrier believed that Saperstein controlled the 
placement of Laundry Workers’ insurance. 


The evidence further established that Saperstein dominated the 
administration of the fund until 1954, and received a great deal of 
money from it. In commissions alone, he received approximately $262,500 
from April 1, 1950, to September 30, 1953, at the outlandish rate of 
over 10.5 percent. When California Life assumed the coverage on October 
1, 1953, the commission rate was reduced somewhat, to a still overgen- 
erous 8.5 percent, and Saperstein received about $159,000 additional, 
until his contract was cancelled in June, 1954. 


Further, according to the testimony before the Subcommittee, the 
entire premium was paid to Saperstein, instead of being transmitted 
directly to the carrier, between March, 1951, and April, 1954. This 
enabled him to divert a gigantic amount of money. While the exact 
amount of money cannot now be reconstructed, the Subcommittee inves- 
tigation reckoned it as in excess of $900,000. Most of this was diverted 
from Security Mutual. Between April 1, 1950, and September 30, 1953, 
the Department transmitted to Saperstein for delivery to the carrier 
premiums totalling almost $3,270,000, but the carrier received only about 
$2,360,000. Saperstein accomplished the withdrawal of these funds, the 
evidence demonstrated, by three different manipulations. The first 
method, which accounted for most of the discrepancies, was to postpone 
the change in the effective date of coverage for particular locals, and 
retain the premiums for the months between the effective date of the 
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insurance coverage on the Union fund’s books, and its actual effective 
date on the insurer’s books. The other methods were to retain all of 
late premium payments; and to retain a portion of current payments, by 
reporting a reduced number of lives covered or of payments received. 


During this period, Saperstein paid the claims coming due under 
the insurance for which no coverage has been obtained by him from 
the carrier. The individual checks showed on their face that they came 
from Saperstein’s agency and not the insurance company. 


Saperstein transmitted these monies he withheld to Union Secretary- 
Treasurer James, according to the evidence presented to the Subcom- 
mittee. There was no testimony on what became of these funds; both 
Saperstein and James refused to testify concerning this matter. 


The testimony at the hearings disclosed also that the Security 
Mutual agreed to take a 5 percent reduction in premiums and delegated 
to the Board of Trustees the administration of the plan. Welfare depu- 
ties were appointed to service local unions. Nominally appointed by the 
entire Board of Trustees, they were in fact appointed by President 
Byers, as Chairman of the Board of Trustees. The welfare fund regu- 
larly sent 5 percent paid on behalf of members of his local to the 
particular welfare deputy. These monies were paid to the individuals 
involved. There were no general standards for the amount and type of 
expenditures for which they should be used, according to the evidence, 
and there was no specific requirement that any unexpected monies be 
returned to the Social Security Department. 


The amount of money paid to welfare deputies from April 1, 1950, 
to September 30, 1954, exceeded $238,000. Of this sum, Eugene C. 
James, the International Secretary-Treasurer, acting as welfare deputy 
for Local 46, Chicago, received almost $78,000. Sidney Brennan, an 
International Vice President of the Teamsters, was welfare deputy 
for Laundry Workers locals in St. Paul, Minneapolis, and Duluth, and 
received almost $12,000 during 1952, 1953, and 1954. 


This practice of making payments to particular individuals was 
questioned, the Subcommittee was told, by a union member of the Board 
of Trustees of the fund, Vice President Palacios. In his San Francisco 
local, and in the Jersey City local, this money had been set aside in a 
separate fund specifically earmarked exclusively for expenses. The other 
members of the Board of Trustees overrode the objections and the loose 
payments to individuals were continued. 


In addition to this concession of 5 percent for expenses, and to the 
high commissions, Security Mutual paid the International an additional 
$2,500 a month from January 1, 1951, through September 30, 1953. This 
was nominally for expenses in publicizing the coverage. These payments 
were inaugurated pursuant to a letter from Secretary-Treasurer James, 
according to the testimony, and Saperstein was an active participant in 
the drafting of this letter. These payments were made directly to James. 
They were made from January 1, 1951, through September 30, 1953, in 
a total amount of $85,000. There is no accounting for this money. 


According to the examination of James’ bank account by Subcom- 
mittee investigators, the amount which cannot be accounted for exceeds 
$92,000. 
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The transfer of the insurance from Security Mutual to California Life 
was accomplished through the dominant influence of Saperstein, according 
to the evidence before the Subcommittee. He held the post of insurance 
consultant to the fund, and the minutes of the Board of Trustees meetings, 
as well as other testimony before the Subcommittee, established his domi- 
nant role. Also playing a leading part was H. B. Wickes, who was a vice 
president of Security Mutual while it was the carrier for the fund and 
then became a consultant actuary and was retained as actuary for the 
fund at an annual salary of $10,000, when the insurance was transferred 
to California Life. Prior to the transfer, California Life had been sold to 
a syndicate including Wickes and Saperstein, employer trustee Dooley, 
Union Vice President Naddeo, a local Union counsel, Union Vice President 
Goldstein, and Union Secretary-Treasurer James and Union President 
Byers. When the insurance was transferred, the fund invested $450,000 
in the holding company which held the controlling share of California 
Life. The minutes of the pertinent meeting of the Board of Trustees of 
the fund show no disclosure that the particular individuals involved 
maintained control. The entire discussion was in the context of a fresh 
decision. Subsequently, in April 1954, the control of California Life was 
transferred to the Social Security Department. The testimony of those 
concerned was to the effect that they were planning from the start to 
purchase the property for the fund, but wished to keep the identity of 
the ultimate purchaser a secret. 


The evidence disclosed that the social security fund has made loans 
to the Los Angeles local of the Laundry Workers, and to a corporation, 
normally in the laundry business which was actually owned by the union. 
These loans occurred in 1952 and 1953, when the carrier was Security 
Mutual. The California Life Insurance Company rented an office in the 
building owned by the Los Angeles local, and employed the son of the 
President of that local, who also maintained an office in the same building. 


Separate from the International welfare fund, a welfare fund was 
established in January 1951 for employees of certain Chicago hotels, 
who were members of Local 46, represented by James. Examination of 
this separate fund showed over $26,500 for which there is no accounting. 
According to the bank records for this fund, James and Byers were 
trustees authorized to sign checks. 


Byers did not appear as a witness before the Subcommittee. He 
pleaded illness. James did appear, but gave only his name and address. 
For each and every subsequent question, he pleaded that the answer 
might tend to be incriminating. He refused to answer over 80 questions 
when his answer was specifically directed by Senator Douglas, Chairman 
of the Subcommittee. 


Subcommittee Report 


The Subcommittee made an interim report on July 20, 1955. This 
report is entitled, in part, “Two Pians Evidencing Corrupt Operation.” 
The very first of these plans discussed in the report was that of the 
Laundry Workers. The report declared that the plan was “administered 
in high disregard of the interests and rights of the employee benefi- 
ciaries.” On specific issues, the Report set forth the Subcommittee’s con- 
clusions as follows: On the question of whether Security Mutual was 
selected on a competitive basis, while recognizing that witnesses had 
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asserted to the contrary, the Subcommittee declared that it “definitely 
feels that the placement of the insurance was not on a competitive basis 
and was placed under the control of Saperstein the broker and was given 
to the chosen carrier with ulterior purposes in mind.” On the level of 
commission payments, “In the subcommittee’s opinion the trustees of 
the fund and the insurance companies involved are to be censured for 
permitting the payment of such outrageously high commissions on group 
business aggregating more than a million dollars per year in premiums. 
Such unconscionable practices lend themselves to fraud and dissipation 
of the beneficiaries’ fund.” 


Further, “The practice of using welfare deputies for ‘processing and 
screening’ claims because of their proximity to and familiarity with the 
employee beneficiaries on the local levels, and the payment for this work, 
is understandable. However, the subcommittee feels that by allowing the 
responsibility for appointing these deputies to rest solely in one individual 
the board created a self-perpetuating device for Sam Byers, chairman of 
the board and president of the International, which permitted him to dis- 
pense patronage, to show favoritism and, in effect, to build up his own 
strength within the union. 


“The paying of deputies, from welfare funds, without the necessity 
of their accounting for the disbursement of such moneys, the subcom- 
mittee believes, is not only unbusinesslike but opens up numerous possi- 
bilities for abuses. Furthermore, the administrative work performed on 
claims and other matters locally would appear for the most part to have 
been done by employees of the local union office. Many of the welfare 
deputies are local officials and some are international officers. It is very 
difficult to conceive how a union official segregates time on union business 
and time as a welfare deputy. 


“The subcommittee finds no excuse for Mr. Wickes’ authorizing the 
payment by the insurance company of the special service fee solicited by 
James, particularly in the light of the exhorbitant commission paid Saper- 
stein and the 5 percent service fee paid the SSD to administer claims 
locally. The fact that the profits from this account would permit such a 
payment appears to be no justification for the insurance company acceding 
to such blackmail as the money would otherwise have been returned in 
dividends to the beneficiaries’ fund.” 


After recounting the diversion of premiums practiced by Saperstein, 
the Report noted that the trustees had relied exclusively on him for noti- 
fication to the carrier, that Security Mutual conducted no audits of the 
books of the Social Security Department during the time when it was the 
insurance carrier and that the Union officials had raised no question about 
the practice of Saperstein himself paying the claims. “In the light of the 
fact that nearly one-third of all the premiums paid for employee benefits 
was diverted by the broker, the subcommittee is forced to view with 
suspicion the action of the trustees of the Laundry Workers welfare fund 
in appointing Saperstein as their agent and in causing all premiums to 
be transmitted through him rather than directly to the insurance company. 


“It is also at a loss to understand how any arrangement could exist 
without the knowledge of the trustees of the fund whereby over $900,000 
in premiums was embezzled. The trustees bear a heavy responsibility for 
this situation. They were guilty of negligence or worse in not preventing 
this money from finding its way into the hands of an officer of the 
international union, Eugene C. James, as indicated below.” The Subcom- 
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mittee Report then went on to discuss the special banking account main- 
tained by James in which were apparently deposited the $2500 monthly 
service fee and the premiums withheld by Saperstein. It referred also to 
the separate account which James maintained for the Local 46 welfare 
fund. The Subcommittee characterized the evidence on James’ handling 
of this money as showing “embezzlement.” 


The Report gave consideration to the purchase of the California Life 
Insurance Company and the transfer of the fund’s insurance to that Com- 
pany. “Despite the contentions of the individuals involved that the 
purchase of control in California Life and the transfer of the LWIU 
insurance business to that company was in the best interests of the bene- 
ficiaries of the LWIU welfare fund, in the light of all the evidence, the 
subcommittee is of the opinion that the purchase of California Life in 
their own names by the very group controlling the placing of the LWIU 
insurance is one of the worst phases in a case replete with shocking abuses 
and complete disregard for the interests of the employee-beneficiaries of 
the fund. 


“The good faith of each of the individuals involved in the purchase 
of California Life and the Founders Syndicate manipulation is open 
to serious question. Each one of them at some point in these trans- 
actions engaged in activities which were in serious conflict with their 
other responsibilities. When this group, which acting in concert 
controlled the destinies of the LWIU welfare fund, bought control 
in their own names of the company to which they were transferring 
the fund insurance they placed themselves in a position to profit 
personally at the expense of the welfare fund.” 


By way of general conclusion, the Report said the following: 


“The Subcommittee is of the opinion that it was a most fortuitous 
circumstance that involved Saperstein in other serious insurance 
irregularities and adverse publicity in early 1954, and is inclined to 
attribute to that the fact that the LWIU fund suffered no greater 
losses. 


“With respect to Eugene C. James and Louis Saperstein, the 
Subcommittee feels that the facts in this case speak for themselves. 
It is patently clear that Saperstein played a dominant role in the 
entire situation; however, the gouging of the welfare funds could 
only have taken place because of concessions made to him by the 
trustees of the fund and the Security Mutual Life Insurance Com- 
pany. It is equally clear that through James and/or Saperstein 
$900,000 in premiums and $82,500 in special service fees, and $26,000 
in proceeds of the Local 46 Hotel Division fund were embezzled. The 
Subcommittee feels that it should point out that the eventual dispo- 
sition of those diverted funds has not been traced and the possibility 
exists that other parties shared in them. 


“The Subcommittee condemns the activities in this case of James, 
a highly placed official of the international union. James, who did 
not have any direct connection with the welfare fund, must bear the 
ultimate blame for having looted it of substantial monies rightfully 
belonging to the beneficiaries, his own fellow union members. He 
refused to cooperate with the Subcommittee staff members or to 
testify at the hearings concerning arrangements between Saperstein 
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and himself, or concerning the disposition of the money in the LWIU 
Chicago bank account. Lacking any explanation, the Subcommittee 
must assume that James used his official position solely to feather 
his own nest, at the expense of the welfare fund of his own union. 


“The Subcommittee recommended that James be cited for con- 
tempt for his conduct during the hearings, and on July 19, 1955, the 
Senate by S. Res. 135, cited him for contempt and referred the matter 
to the United States attorney for the District of Columbia.” 


The Cruikshank Report 


Following the Interim Report on August 10, 1955, President Byers 
wrote to AFL President Meany, expressing the Union’s desire to bring 
the administration of this fund into conformity with AFL standards, and 
requesting AFL advice and assistance. 


President Meany promptly designated Nelson H. Cruikshank, Director 
of the AFL and subsequently the AFL-CIO Department of Social Security, 
to provide specific assistance. By arrangement with Byers, Cruikshank 
visited Union headquarters in Indianapolis on September 12 and 13, 1955. 
He prepared a memorandum of recommendations, which was transmitted 
to President Byers by President Meany, under date of September 29, 1955. 
The principal recommendations were as follows. 


“(1) Separation of the finances and the administration of the 
California Life Insurance Company from that of the Health and Wel- 
fare Fund in accordance with the requirement of Section 9 of the 
guides. This will permit the Board of Trustees of the Fund to achieve 
the following: 


“a) Secure the best benefit package for the amount of funds 
available either through self insurance or on a free competi- 
tive basis as required by Section 7, either on a national basis 
or locality by locality. 


“b) Permit the option of service type benefits where available and 
where advantageous to the beneficiaries as distinct from cash 
indemnity plans as suggested in Section 6. 


“c) Provide an independent check on the operation and claims 

experience of any insurance carriers as required in Section 8. 

“(2) Discontinue the arrangement under which union officers 

are employed as ‘welfare deputies’ in accordance with Section 1 of the 
guides. 


“(3) Re-examine all outstanding investments of the Fund with a 
view to eliminating any unsound risks or investments involving a pos- 
sible conflict of interest.” 


Cruikshank also recommended replacement of the entire Board of 
Trustees with new trustees who have no connection or identification with 
the fund, and selection of an impartial individual to serve as full-time 
director of the fund. In addition, he recommended employment of requisite 
professional and technical personnel. 


Cruikshank recognized his recommendations were far-reaching, but 
declared that anything less would fall short of the objective. The situation 
demanded a clean sweep and a fresh start. 
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In his letter of September 29, 1955, transmitting Cruikshank’s memo- 
randum to Byers, President Meany called attention to a further step which 
the officers of the International Union needed to take if the International 
were to meet the standards adopted by the AFL Executive Council. He 
quoted the following provision from the statement of principle adopted 
by the AFL Los Angeles Convention and Section 3 of the AFL Guides. 


“It is incumbent upon every organization affiliated with the AFL 
to take every step that may be available to it to clean up any such 
situations that may exist within its province, to take appropriate 
action against any official guilty of abuses, and to establish a system 
of standards, methods and procedures in the administration and polic- 
ing of health and welfare programs that will prevent the recurrence 
of such abuses.” 


President Meany made it clear that he was not pre-judging the guilt 
or innocence of any individual, but he said forthright action was required 
in the face of the grave disclosures of upwards of a million dollars in 
insurance premiums, special service fees and proceeds of a local union 
having been embezzled. He pointed out that these funds represented 
wages earned by the union members, and entirely aside from government 
action, officers of the Union have a responsibility to the membership to 
render a full accounting and justification of their stewardship. 


President Meany emphasized that rather than wait for the govern- 
ment to act, which impairs a union’s own freedom of action, it was 
incumbent on the union to take its own action to keep its house clean in 
the face of such disclosures. 


Background of Hearing Before Ethical Practices Committee 


At the June, 1956, meeting of the AFL-CIO Executive Council follow- 
ing the Subcommittee’s Final Report in April, 1956, President Meany 
reported that he had asked a staff committee to review the work of the 
Senate Subcommittee. The committee, consisting of Nelson H. Cruikshank, 
Stanley H. Ruttenberg, and J. Albert Woll, included specifically discussion 
of the Laundry Workers in their report. While Mr. Woll participated in 
the preparation of the factual data contained in the report and participated 
in discussions related thereto, because of his professional relationship with 
the Union, he had it noted that he took no part in the recommendations 
with respect to the Laundry Workers. This report noted that the Sub- 
committee had “found evidence of embezzlement, kickbacks, and other 
corrupt or questionable practices in the operation of the National Health 
and Welfare Fund of the Laundry Workers International Union.” 


The report referred to the high commissions paid to Saperstein 
and to the alleged kickbacks to Secretary-Treasurer James; the monthly 
“service fee” paid to James; a special fund and account for Chicago 
Local 46, the system of local “welfare deputies”; the purchase of Cali- 
fornia Life by the Social Security Department; and other evidence of 
questionable practices. The report pointed out that many of the methods 
of administration of this fund were inconsistent with the AFL-CIO 
standards and guides. 

According to the report, the Union had instituted certain reforms, 


but there was no opportunity to ascertain whether the actions taken 
by the Union insured full compliance with AFL-CIO standards. Secre- 
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tary-Treasurer James continued to hold his office despite the strong 
evidence of his embezzlement of welfare fund monies. 


The Executive Council, on June 6, 1956, unanimously referred the 
staff committee report to the Ethical Practices Committee. It also 
adopted a resolution, vesting authority in the Committee “to conduct 
formal investigations, including a hearing if requested, on behalf of the 
Council, into any situation in which there is reason to believe an affiliate 
is dominated, controlled, or substantially influenced in the conduct of its 
affairs by any corrupt influence... .” 


The Ethical Practices Committee met on August 1, 1956. A detailed 
staff memorandum had been prepared. This staff memorandum was 
based in essential part on the Interim Report of the Senate Subcommittee, 
and included many of the conclusions and quotations from that Report 
which have been set forth above. This staff report pointed out that while 
the administration of the fund was jointly shared by employers and the 
Union, “the holding of the chairmanship of the Board of Trustees by 
the Union president and the physical location of the Social Security 
Department administering the fund at the Union Headquarters, placed 
these welfare operations in close proximity to the union and within easy 
reach of such supervision from the union as might be needed.” 


The detailed committee report discussed the peculations of Louis 
B. Saperstein; the premium discount given by Security Mutual; the 
practices with respect to local welfare deputies, including specific refer- 
ences to the payments to James and Brennan; the special service fees 
paid by Security Mutual to the Union, to the order of James; the divi- 
sion of premiums by Saperstein; the special Local 46 fund; and the 
purchase of California Life by the welfare fund. 


The Ethical Practices Committee reviewed this Staff Report, and 
summarized the charges in its own report. The Committee reviewed the 
facts as to the establishment of the fund, the commissions paid to 
Saperstein, the welfare representative system of payments to locals 
from a 5 percent reduction in premium which was agreed to by Security 
Mutual, the payment of premiums directly to Saperstein and the transfer 
of the insurance to California Life. The Committee noted also the allega- 
tions of the Senate Subcommittee with respect to the special fund 
administered on behalf of Local 46. The report noted that: 


“The Senate Subcommittee charged that through James and/or 
Saperstein, $900,000.00 in premiums, and $82,500.00 in special service 
fees, and $26,000.00 in receipts of the Local 46 Hotei Division Fund, 
were embezzled. The Senate cited James for contempt for refusing 
to answer questions regarding his connection with the welfare fund. 
He appears to continue to hold office as Secretary-Treasurer of the 
International Union and has apparently offered no accounting or 
reimbursement for the wrongfully directed funds.” 


With the recital of these charges, the Ethical Practices Committee 
concluded that a formal investigation should be conducted. 


On August 27, the Executive Council unanimously approved a report 
of the Ethical Practices Committee and authorized the issuance as a 
press release, of the following, which is the conclusion of the Committee 
Report: 
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“As a result of its preliminary inquiry to date the Committee, 
without prejudging the matter, concludes that the published reports 
provide a sufficient reason to believe that the Laundry Workers 
International Union may be dominated, controlled or subsequently 
influenced in the conduct of its affairs by corrupt influences, in 
violation of the Constitution of the AFL-CIO. The Committee there- 
fore has concluded to conduct a formal investigation, including a 
hearing if requested, on behalf of the Executive Council in connection 
with this matter so that it can submit its report and its recom- 
mendations to the next regular meeting of the Executive Council of 
the AFL-CIO.” 


Hearing Before Ethical Practices Committee 


Acting on its own motion, the Ethical Practices Committee gave 
adequate notice to the Union, and held a hearing at AFL-CIO head- 
quarters on October 4, 1956. President Byers was the only Union official 
who appeared; the Committee expressed a disappointment that Secre- 
tary-Treasurer James and other Union officials were not present. The 
Union was also represented by counsel, who stated at the outset that 
James was extremely ill and was under doctor’s orders not to appear. 


After his opening statement, Chairman Hayes called upon the Com- 
mittee Counsel to put into the record the basic documents, and the 
evidence upon which the Committee had made its recommendation and 
which led to the hearing. 


The following documents were incorporated into the record as 
exhibits, with copies to the Union, and explanations noting the relevant 
provisions: The AFL-CIO Constitution; the Policy Resolutions of the 
First Constitutional Convention on Ethical Practices, and on Health 
and Welfare Plan Administration; the staff report of May 29, 1956; 
the Executive Council minutes of June 6, 1956; the Executive Council 
Resolution vesting authority in the Ethical Practices Committee to make 
investigations; the detailed staff report dealing with the Laundry Work- 
ers Union; the Report of the Ethical Practices Committee regarding this 
Union and the approval thereof by the Executive Council; the formal 
notifications and acknowledgement with respect to the hearing before 
this Committee; and Reports of and the transcript of the pertinent por- 
tions of the hearings before the Douglas Subcommittee; the exchange of 
letters between AFL President Meany and Union President Byers in 
August, 1955, after the Senate Subcommittee Report; a descriptive 
brochure and a CPA report on the Social Security Department of the 
Union. In introducing the staff reports, the staff members in charge, 
Stanley Ruttenberg, and Boris Shishkin, respectively, appeared as wit- 
nesses, and were subject to cross examination on the matters which had 
been reviewed in the preparation of the reports. Nelson Cruikshank also 
was a witness, as to his participation in this case. 


At the outset of the hearing, Chairman Hayes made a statement 
setting forth the nature and purpose of the hearing. He referred to the 
provisions of the AFL-CIO Constitution regarding corruption, and to 
the Executive Council’s authorization to the Ethical Practices Com- 
mittee. He briefly reviewed the history of the case, from the staff report 
based on the work of the Senate Subcommitte to the calling of this 
hearing by the Committee. As to the nature of the hearing, Chairman 
Hayes stated, “This is not a criminal trial. This is a trade union hearing. 


434 


SSCS 
= . 
» = -- XUM 


We have made no judgment on the matters involved. Published materials 
raised serious questions of corruption with respect to this Union. We 
so reported to the Executive Council. Our object now, at this hearing, 
is to find the facts so that we may report them to the Executive Council 
with our recommendations. . . . We intend to give everyone concerned 
a full opportunity to explore all of the matters with which we are con- 
cerned, so that we can, with all fairness to the Laundry Workers Inter- 
national Union as well as to the AFL-CIO, give a full report to the 
Executive Council.” 


The hearing was conducted informally. The counsel and other rep- 
resentatives of the Union were afforded every opportunity to present 
their case, by way of statements and testimony, to cross examine wit- 
nesses called by the Committee counsel, and otherwise to present the 
Union’s defense and to present every fact and argument which the Union 
desired to call to the attention of the Committee. 


The Union then proceeded to give a brief statement, through its 
counsel, in reply to the charges. In this answer the Union divided the 
charges into four major headings: The welfare deputies; the separate 
Local 46 welfare plan; the acquisition of California Life; and the manip- 
ulations of Saperstein and James. 


On the welfare deputies, the Union’s position was that the initial 
suggestion had come from Security Mutual and not from President Byers 
or any other person associated with the International. It was recom- 
mended by Saperstein and approved by employer trustee Dooley and the 
Union contended there was no reason at the time to doubt the competence 
or the good faith of these men. In addition, the Union said, the AFL- 
CIO guides on the administration of welfare plans were not in existence 
at the time. While counsel conceded that the decision of President 
Byers to allow the 5 percent to be allocated and expended without refer- 
ence to specific expenditures was an unfortunate decision, he insisted 
that it was adopted in good faith as a solution to the practical problems 
and he pointed out that the situation has been corrected. Counsel stated 
that the deputy plan was discontinued as a result of the Cruikshank 
report. A 5 percent rebate is still received but payments are made to 
local welfare deputies exclusively as reimbursement for actual payment 
of expenses. There now is accounting for every expenditure, according to 
the Union, and there is no payment to the ;welfare deputies in the form 
of compensation or in any way which could be appropriated by the 
recipients to their own use. The Union stated Mr. Brennan was elim- 
inated as a welfare deputy at the time of the Cruikshank report and is 
no longer associated with the fund. 


On the separate Chicago fund, President Byers denied that he 
was a trustee of the fund. He insisted that the Douglas subcommittee 
listing him, together with James, as authorized to draw on this fund’s 
account and listing him as a trustee was in error. He stated that a sep- 
arate fund was actually necessary because the Chicago local was for a 
time enjoying benefits in addition to those enjoyed by the national fund. 
This special fund wer terminated in 1953, said Byers, and the Chicago 
plan merged with the national plan, when Security Mutual provided the 
additional benefits for the national fund. 


Byers’ primary reliance on other people was his principal defense 
also on the acquisition of California Life. Some action was necessary, 
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he contended, because Security Mutual advised the Board of Trustees 
it would not continue its coverage, because of a dispute over dividends. 
In addition, he declared that Wickes, who was a Vice President of 
Security Mutual and became actuarial consultant to the fund, urged 
the purchase of California Life, and that Saperstein and Dooley were 
also very influential in the entire transaction. Byers denied that he had 
put up any of his own money. 


According to the Union, 98 percent of California Life’s stock is owned 
by the fund, and no stock is owned by any of the trustees or anyone con- 
nected with the Union, nor does any union man receive compensation from 
the carrier. The financial structure and operations of California Life 
have been given a clean bill of health by a firm of certified public 


accountants. 


So far as Saperstein and James are concerned, the defense was one 
of ignorance, or good faith reliance upon others. At the time that the 
manipulations were going on, the Union answer urged, President Byers 
and other officials of the Union did not know of them and could not have 
discovered them. They had no reason whatever to question the integrity 
of either Saperstein or James. President Byers testified that Saperstein 
has been recommended to him by President O’Neill of the Distillery 
Workers. He had every reason to believe that Saperstein was a capable 
and reputable insurance broker. Byers said that the fund was about to 
award the insurance to another carrier on the basis of competitive bids, 
but this carrier did not satisfy the fund on the subject of dividends. Then 
Saperstein was responsible for steering the trustees to Security Mutual. 


The Union insisted that these decisions must be viewed in the context 
of the time, when not so much was generally known about health and wel- 
fare plans as is now. The commission arrangements were regarded as 
involving solely the relationship between the carrier and its agent. 
Their direct bearing upon dividends and costs for the entire fund was 
not appreciated at the time. According to the Union spokesman, Security 
Mutual’s bid looked like a bargain for the benefits offered; there seemed 
no need to consult other insurance experts or to obtain other bids. 


At the time, Byers testified, there appeared to be nothing improper 
in the transmittal of the premiums to Saperstein rather than directly to 
the carrier. Saperstein and Wickes advised and approved the arrange- 
ment, Byers said, and the Union regarded Saperstein as the executive 
agent of Security Mutual. The fund was assured by the carrier that 
the program was being operated well, and the Union said also that there 
were no complaints or other incidents to warn the trustees of any impro- 
priety. The trustees did not think it necessary ever to check the policy 
to determine if the required benefits actually were provided. 


Regarding International Secretary-Treasurer James, the Union 
pointed out that he operated out of Chicago, while the International’s 
headquarters was in Indianapolis, and he visited the headquarters very 
infrequently. As a result, said Byers, the Union’s Executive Board 
simply had no inkling whatsoever of James’ insurance operations until 
the Douglas Subcommittee’s disclosures. Byers and the Board did not 
authorize and had no knowledge of the separate account opened by James 
in Chicago in the International’s name but with James as the sole 
authorized signatory. Byers said that the $2,500 per month sent by 
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Securfty Mutual to James and the other monies sent to James by Saper- 
stein must have been pursuant to arrangements only between Saper- 
stein and James. 


Through the questioning and testimony which followed the prepared 
Union statement, the hearings before this Committee brought out a 
number of other facts and Union contentions. 


In addition to the payment to welfare deputies, some of whom 
received union compensation as full-time union officials, the fund paid 
compensation to its trustees. Each of the three trustees on the union 
side, President Byers and Vice Presidents Goldstein and Chasmer, were 
paid union officials. Each received $2,400 annually as a trustee of the 
fund, in addition to his salary as an International officer. 


President Eyers took the position that members of the Union had 
actually not suffered from the alleged wrongdoing. The claims had been 
paid by Saperstein himself during the period when he was transmitting 
or withholding the premiums paid him instead of Security Mutual. Byers 
insisted that nothing had been lost in benefits. He did in effect admit that 
the misappropriated monies would have been used legitimately for the 
benefit of the member participants either by a reduction in cost or by an 
increase in benefits. But he insisted that the proper benefits had been 
received. Also, he reported that litigation on behalf of the Union had 
recovered $125,000 by settlement with Security Mutual. 


There was extended discussion of the Union’s failure to take any 
action whatever against James even after the disclosures of the Senate 
Subcommittee. The chief reason given was that the Union was awaiting 
the outcome of possible criminal proceedings against James. 


The Senate Subcommittee data had been turned over to the prose- 
cuting officials of five states, as well as to the United States Attorney 
following James’ citation for contempt by the Senate. The Union felt 
it did not wish to prejudice the case or to incriminate James by pre- 
cipitate action. It has not conducted any investigation of its own into 
James’ activities. 


James has consistently denied any wrongdoing. He told President 
Byers that he does not have any such bank account as was disclosed 
by the Subcommittee hearings. The Union stated that it had made an 
effort to obtain a record of the account but that they had been unsuc- 
cessful because of the refusal of the bank to cooperate. In general, 
Byers declared that the Union did not seem to have adequate evidence 
to sustain the allegation against James, in the face of consistent denials 
by James. At least, it did not have sufficient evidence to warrant the 
Union, even at this point, in proceeding against James as a Union 
member. 


The Union spokesman did concede at the hearing that they would 
now agree that James was guilty of some wrongdoing under their Union 
standards. President Byers declared that at the next Executive Board 
meeting, he would recommend that James be removed as International 
Secretary-Treasurer. He stated that the delay in proceeding against 
James was of little consequence because James had not been performing 
the duties of International Secretary-Treasurer. He had not been 
handling the Union funds. He always was removed from the main flow 
of International operations, since he operated out of Chicago while the 
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Union headquarters is located in Indianapolis. President Byers testi- 
fied that he had been performing James’ duties. Meanwhile, the $75 a 
week compensation as International Secretary-Treasurer had been regu- 
larly paid to James. 


While indicating that he would move to expel James as an Interna- 
tional officer, President Byers insisted that there was inadequate evidence 
to move against James in any other capacity. Specifically, President 
Byers did not think that the Union could proceed to expel James as 
Union member. 


The Union was permitted at the hearing to make any statement 
and present any testimony it wished. It exercised the full right of cross- 
examination of the witnesses called by the committee counsel. It re- 
questioned and was afforded the opportunity of supplying additional 
materials, following the close of the hearing. 


Post-Hearing Submissions by Union 


On December 7, 1956, the counsel for the Union transmitted exten- 
sive exhibits, and a memorandum. 


The essence of the memorandum is that any evidence of Union cor- 
ruption in this case is concentrated exclusively on the activities of Secre- 
tary-Treasurer James and there has been no showing that the Interna- 
tional had any basis for suspecting any corruption on the part of James 
or the outsiders, like Saperstein and Wickes, who may have been involved. 
There is no evidence, according to the Union, that the International 
can be blamed for not having discovered the manipulations of Saperstein 
or any other wrongdoings in the case. 


The memorandum recognized that a serious issue in the case was 
the extensive delay by the Union in proceeding against James after the 
Senate disclosures. This can readily be explained, according to counsel. 
First, the evidence had been submitted to public prosecutors. It is 
understandable, the memorandum argued, that a Union board would 
hesitate to proceed against a brother officer until there was some actual 
proof of wrongdoing in the face of denials by that officer. This is 
especially true, according to counsel, when there was no showing that 
any wrongdoing harmed any Union member or deprived any participant 
in the fund of any benefits. Also, the memorandum stated that James 
had been very seriously ill and has not really been performing his duties 
as International Secretary-Treasurer. President Byers, too, had been 
gravely ill “and thus unable to fulfill all of his duties as vigorously as he 
might otherwise have.” Nevertheless, according to the memorandum, at 
the next Union Executive Board meeting following the hearing, on 
November 17, 1956, the Board unanimously voted to suspend James 
indefinitely as Secretary-Treasurer. While he remains a local union 
officer, counsel contended that there was no showing that he or his 
local exercised any great influence over the International. Further- 
more, for the Committee to be concerned with action against James on 
the Local, as opposed to the International level, would exceed the powers 
granted to the Committee, “unless it be assumed that this Committee 
is to exercise broad policing powers as a super International Union 
beyond that possessed by most International Unions in respect to their 
own locals.” 
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Counsel contended also that “various suggestions” of the Cruik- 
shank report, “were complied with, including the removal of Wickes, the 
elimination of all commission payments and the administration of the 
plan at local levels on an equal cost basis, with consequent elimination 
of all ‘welfare deputies’.” At the hearings, counsel had stated that “the 
Cruikshank report was complied with in all respects.” 


Further, the memorandum described the operations of the California 
Life and the Social Security Department, pointing out that they operated 
legally and that dividends had been paid by California Life and that the 
entire plan was now being operated properly. The memorandum took 
the position that no harm had come to the fund because of the activities 
of Saperstein. Saperstein took the money from Security Mutual and not 
from the fund, it was contended. The memorandum pointed to the 
$125,000 which had already been recovered from Security Mutual, and 
with other computations, concluded that there would have been no divi- 
dends paid even if Saperstein had not received his outstandingly high 
rate of commissions. Saperstein was the agent of Security Mutual and 
not the fund. “Certainly, the union members of the Board of Trustees 
cannot be saddled with the responsibility for Saperstein’s dual relation 
let alone be accused of being in any way corrupt in their dealings with 
Saperstein.” 


Finally, the memorandum stated that there were no significant com- 
plaints of delayed payment of claims or any other mishandling of the 
fund, during the period when the alleged wrongdoing was taking place. 


The chief exhibits which were submitted included the following: 
Examination conducted by an outside accounting firm of the California 
Life administration of the plan; a statement of the expenses paid welfare 
deputies from the inception of the plan in 1950 through September 30, 
1956, in addition to the statement of the expenses paid under the new 
formula; copies of certificates representing the nine defendant welfare 
plans covered by the fund; copies of the master policy issued by the 
carriers; copies of letters relating to authorization of James to open an 
account with the Merchants National Bank in Chicago; statements of 
the salaries and the actual expenses paid to the Union trustees; letters 
from Dr. Earl Gray of Chicago as to the state of health of James and 
President Byers; the dismissal of the indictment for contempt against 
James; the minutes of the Board of Trustees meetings for August 14, 
1950 and for the period from October 1953 through July 1956; and copies 
of the minutes of the International General Executive Board meetings 
held on November 30, 1955, and September 10, 1956. The exhibits were 
submitted principally in response to specific inquiries which had been 
made at the hearing. 


These exhibits contain material which casts grave doubt upon many 
of the explanations and statements which were made by this Union. 


These exhibits do not support any contention that the Union most 
sincerely wishes to rid itself of corrupt influences. At the Union Execu- 
tive Board meeting of November 30, 1955, the Cruikshank report was 
discussed. President Byers read to the Board the September 29, 1955, 
letter from President Meany and the Cruikshank memorandum of the 
previous date, which have been noted above. Then his first comment was 
that he had been advised that “the Executive Board will be so busy they 
won’t have time to bother with this welfare program.” He read a letter 
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which he had written, under date of November 23, 1955, to the State 
Insurance Commissioner for Indiana. This letter reported that the last 
meeting of the fund Board of Trustees had taken certain action, because 
of the limitations placed upon the renewal of the certificate of authority 
of the California Life Insurance Company by the Commissioner on 
August 26, 1955. These actions included providing death benefits through 
life insurance from the Company rather than under an administered 
program; accepting the resignation of Wickes as fund consulting actuary; 
and instituting a new system for defraying local expenses. A chief feature 
of this last plan was that local welfare deputies would be paid only the 
actual expenses they incurred, for which they would submit vouchers. 


The Board then proceeded to a lengthy discussion of the entire picture 
presented by the letter from President Meany. The Board was unable to 
reach any definite conclusions. Further, there was discussion of the specific 
issue of the status of Secretary-Treasurer James. President Byers 
reported that the various Attorneys General had not yet seen fit to take 
any action in the matter and asked the Board whether they wished to take 
any action. The minutes do not show the subsequent discussion but show, 
“This was discussed at great length for a long period of time, and it was 
the consensus of opinion that nothing should be done in this matter at 
the time.” 

A meeting of the Union Executive Board took place on September 
10 and 11, 1956; President Byers presided as usual and General Secretary- 
Treasurer James was present and participated actively in the discussion. 
James gave reports dealing with systems of dues payment, and in general 
talked as though he was in active control of the duties of the office of 
International Secretary-Treasurer. The Board then went into an extensive 
discussion of a proposed public relations program, aimed at counteracting 
some of the unfavorable publicity to which the Union and its welfare fund 
has been subjected. Thereafter, one of the Board members remarked, 
“Along this public relations line, I have numerous members and outsiders 
asking me about Jimmy—that is, what the International has done about 
him or intends to do about him. I am a little at a loss as to what to tell 
them and would like the help of you Board members.” After considerable 
discussion which the minutes do not record, the Board passed a motion to 
keep James in office, since he “has not been indicted by the State Attorney 
General and as he has not been proven guilty.” 


After this hearing before the Ethical Practices Committee, the next 
meeting of the Executive Board took place on November 17, 1956. As 
usual, President Byers presided and Secretary-Treasurer James was in 
attendance and participated actively. After disposing of other business, 
the President threw the floor open and was questioned about his appear- 
ance before this Committee. He reported that many questions had been 
asked. “We answered what we thought we could. Those we didn’t think 
we could, we didn’t answer.” He reported that the principal issue appeared 
to be why no action had been taken about James. Byers stated, “I told 
him I would have to take it back to the Board and see what they would 
decide about it.” The Board discussed the situation extensively both 
on and off the record and expressed awareness of the possibility that the 
Union might be suspended or otherwise disciplined by the AFL-CIO. 
Finally, there was a unanimous vote for the suspension of James as 
Secretary-Treasurer. 


President Byers notified James of the action as follows: “Jimmie, 
the Board has just taken action and has suspended you as Secretary- 


440 


Bree ree a ae 
ae. aan . ee eae 
i 
cae: bi ae aor re Be 
a om 0 Fee Rega YiIM 


Treasurer of the International Union. You are privileged to appeal your 
case to the next Board meeting or to the next convention.” James stated 
that he would appeal, and was granted an appeal at the next Board meet- 
ing, which is scheduled for February 1957. Following this action, President 
Byers was authorized to sign checks with his signature alone “in view of 
the fact that the office of International Secretary-Treasurer is at present 
vacant.” 

These minutes alone show a number of things. In general they show 
that the Union was most reluctant to take any action whatever. It evi- 
dently would have taken no action against Secretary-Treasurer James 
except for the hearing before this Committee. It apparently would have 
taken no action with respect to the welfare deputy system, except for the 
report of the Insurance Commissioner of Indiana, and possibly the Cruik- 
shank report. Certainly there was no recognition of grievous wrongdoing, 
no manifestation of any genuine spirit of outrage at the revelations which 
had been made or of a determination that nothing similar would happen in 
the future. 

These minutes also effectively refute a number of specific statements 
made at the hearing. They show that Secretary-Treasurer James was 
actively fulfilling the responsibilities of his office, although President Byers 
had testified to the contrary. They show no real concern to carry out the 
recommendations of the Cruikshank report, although the statement was 
made, at the hearing, that the report had been complied with, and the 
general impression sought to be created was that the Cruikshank report 
had genuinely been taken as a model for action. Further, the minutes 
show unrestricted and active participation by both Byers and James in 
meetings on September 11, 1956, and November 17, 1956. This, and the 
actual appearance of Byers at the hearing on Octiber 4, 1956, are to be 
contrasted with the medical statements which were among the exhibits. 
Under date of October 27, 1956, Dr. Gray declared that James “could not 
safely attend any conference at the present time. The duration of his 
disability is at present not predictable.” Under date of October 25, 1956, 
the same doctor summarized the condition of Byers, indicating that he 
had been in the same physical condition for a number of years. 


The minutes of the Board of Trustees meeting are pertinent on the 
health issue. It was reported to the Senate Committee that Byers could 
not appear on account of illness around March 26, 1955. On April 16, 
1955, however, Byers chaired and participated actively in a regular meet- 
ing of the fund Board of Trustees. It was reported to this Committee that 
James was too ill to attend the hearing on October 4, 1956. Yet at the 
regular Union Executive Board meetings on September 11, 1956, and 
November 17, 1956, the minutes show James a vigorous participant. 


The exhibits with respect to the payments to welfare deputies empha- 
size the exorbitant amount which had been paid to James. From the 
inception of the plan in 1950 through September 30, 1956, James, in his 
role as welfare deputy for Local 46, drew over $119,000. The second 
highest amount drawn was over $37,500. Since the inception of the new 
procedure on September 30, 1956, James’ Local 46 has received over $8,000, 
whereas the next largest local has received over $4,000. The payments 
received by James and those received by other welfare deputies showed a 
tremendous disparity. 

The minutes for the fund Board of Trustees meeting of October 28, 
1955, show the copies of the Cruikshank report and the letter by President 
Meany were shown to each member. No action was taken. 
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Findings of Ethical Practices Committee 


The AFL-CIO Constitution provides that a fundamental objective 
and principle of the Federation is that it must be and remain “free from 
any and all corrupt influences.” The Executive Council is authorized 
by the Constitution to take certain action when “any affiliate is dominated, 
controlled or substantially influenced in the conduct of its affairs by any 
corrupt influence.” The duty and responsibility of the Committee on 
Ethical Practices is “to assist the Executive Council in carrying out the 
constitutional determination of the Federation to keep the Federation free 
from any taint of corruption.” 


The Ethical Practices Committee is not satisfied that the Laundry 
Workers International Union meets this standard. The Committee reaches 
this conclusion because it believes that corrupt conduct has been proved 
and has not been adequately cleaned up by the International Union, with- 
out any adequate justification therefor. 


The corruption is most evident in the variance between the AFL-CIO 
guides for the administration of health and welfare funds and the admin- 
istration of the Social Security Fund of this Union. These violations 
should have been prevented or detected by honest performance of the 
duties of a Union official. They should have been corrected immediately 
and completely, after the Senate Subcommittee hearings in March-April, 
1955. The violations which persisted after the Union’s receipt of the 
Cruikshank memorandum in September 1955, must be viewed as clearly 
willful and deliberate. 


It is indisputable that Union officials receive compensation for their 
work in connection with the fund in addition to their regular full-time 
salaries. Each of the three union officials apparently continues to receive 
compensation as a trustee of the fund, in addition to their salaries as 
International officers. In addition, two of the trustees are local welfare 
representatives who drew amounts which frankly included some compen- 
sation until September 30, 1956. Other welfare deputies receive payments 
from their locals as union officials in addition to what they made from 
their postions as local welfare representatives. 


Even as of this time, there is no indication of any action or intention 
to eliminate the payments to the trustees. The welfare representative 
practices, however, have been modified, effective September 30, 1956, so 
that vouchers are required for actual expenditures and the evident inten- 
tion is to insure that there will be no compensation paid for the local 
function. 


The Committee is satisfied also that there was no genuine weighing of 
alternatives by competitive bids in the establishment of the plan and the 
selection of the initial insurance carrier. We are aware that there are 
assertions to the contrary, but there is no supporting documentary 
evidence, while there was both documentary evidence and living testimony 
offered to the contrary at the Senate hearing. The proof seems conclusive 
that the particular carrier was chosen and was continued because of the 
outrageously high commission payments it was willing to make, in addition 
to other considerations, and that the particular insurance agent and 
consultant was chosen and was continued in his position because of his 
willingness to make payments or kickbacks to particular individuals 
including one union official. 
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The charges of embezzlement envelop Secretary-Treasurer James 
and have not been denied by him. He did appear at the Senate hearing, 
but took refuge behind the Fifth Amendment. The fact that he had an 
absolute legal right to make this plea against self-incrimination cannot 
obscure the fact that under the circumstances his adoption of this alterna- 
tive casts a serious reflection upon the Union and the fund. James did 
not appear at the hearing before this Committee. He pleaded illness, but 
we cannot accept this explanation in view of his apparently full activities 
in his Union position at about the same time. We believe that he deliber- 
ately elected not to appear before the Committee, even though he could 
not be required to testify under oath or be subjected to any criminal 
penalties. We feel we have no realistic alternative but to construe his 
refusal to appear as a flouting of the procedures established by the 
AFL-CIO. 


In addition to the diversion by James of monies properly belonging 
to the beneficiaries of the fund, the monies in the fund were used in other 
ways for the benefit of those directly involved in violation of AFL-CIO 
standards. The entire episode of the purchase of California Life, and its 
assumption of this insurance coverage, smacks of deliberately contrived 
opportunities for private profit using welfare monies, and at the expense 
of the welfare fund. The payments to welfare representatives were not 
related to the requisite expenses, but were treated as personal income. 
There was no requirement that unexpended funds be returned for the 
benefit of the Union membership. According to the testimony before the 
Senate Subcommittee, loans were made from the fund to local unions or 
their enterprises on at least two occasions, and the International itself has 
applied for a loan on another occasion. 


The Committee believes that there is no adequate explanation for 
the failure of the Union to clean house completely. The abuses were so 
outrageous that they should somehow have become evident to those 
occupying given positions with the fund. The explanation of innocent 
ignorance and of being the good-faith victims of deception cannot be 
accepted. These abuses involved over $1,000,000. They continued for over 
five years. They included a whole variety of evil practices—exceedingly 
high commissions, kickbacks, special expense payments, payment of 
premiums to someone other than the insurance carrier, failure to inquire 
about dividends, or about the receipt of claims checks from someone other 
than the carrier, or about a host of other irregularities. The Committee 
finds it incredible that such abuses could be carried on where the Union 
officials involved maintained an uncorruptible determination to fulfill the 
responsibilities and duties of their office. 


The Committee must conclude that there is no real understanding on 
the part of this Union of the spirit of ethical union practices. There 
seems even now to be very little realization of atrociously wrongful con- 
duct and practices requiring voluntary correction by the Union itself. 
Without the pressures exerted by these hearings and the Indiana Com- 
missioner of Insurance, there would apparently have been no action taken 
on the matters which have been corrected, principally the payments to 
local welfare deputies. 

The Union contends that no member suffered any losses, in welfare 
benefits or otherwise, because of any corruption which may have been 
practiced in this case. The Committee feels this defense serves only to 
emphasize the insensitivity of this Union to appropriate standards of both 
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welfare plan administration and ethical union conduct. Even if it is true 
that all the benefits which were originally planned were provided, and 
all individual claims paid, the plain fact is that a dollar which went down 
the drain of excessive commissions or plain graft is a dollar which other- 
wise would necessarily have been expended either for improved benefits 
or for increased dividends or other cost savings. The membership lost the 
value of that dollar which they paid, and the loss was no less real or 
shameful than if it had resulted from open theft, open to the full view 
and understanding of the membership. Moreover, to say that union 
members lose nothing when their funds are misappropriated is completely 
to lose sight of the values of integrity. The Committee does not believe 
that the moral competency of union leadership is of no concern or benefit 
to union membership. The Committee believes that the union membership 
suffers a great deal, even should there be no actual monetary loss, when 
union leaders tolerate or participate in corruption, and when they subor- 
dinate membership welfare to personal profit. 


The Union seems to have no appreciation of the whole concept that 
these are monies which are earmarked in trust for the benefit of union 
members, and that it is a moral wrong against union standards to divert 
them to any other use, particularly naked private gain. There has been 
no understanding of the whole thrust of the AFL-CIO, as evidenced in its 
very Constitution and the work of its officials, and to an even greater 
extent the work in the constituent unions, that the unions must themselves 
maintain constant vigilance in serving the benefits of their membership 
only. Each International Union has its own independent responsibility to 
stamp out corruption and maintain the most scrupulous standards of 
faithful service and utmost integrity. 


This Committee could not possibly accept the Union’s explanations of 
why it did not proceed against James. In the light of the disclosures which 
had been made, the failure of the Union to take effective action is inexcus- 
able. This is particularly true when there was refusal to produce the perti- 
nent records and when the denial of James was effectively refuted by the 
evidence of public record and by other evidence squarely brought to the 
attention of the Union. President Byers would have us believe, for exam- 
ple, that he was justified in accepting the denial by James that he had any 
separate bank account. Yet a letter produced after the hearing shows a 
letter to President Byers dated August 9, 1956, from the President of the 
Merchants National Bank in Chicago, asking for the authorization which 
James had “to open an account with our bank in the name of the Union on 


or about September 14, 1951.” 


The reply Byers made to the Bank was only that he had no record or 
memory of any such authorization to James. Byers apparently took no 
other action. Here is a bank account, in the name of the International, an 
account which has been proved to exist and was fully discussed in public 
hearings before a United States Senate Subcommittee, in testimony which 
linked Byers’ own name to the account. Byers does not investigate, be- 
cause James simply denies the account exists. Now, in August, 1956, the 
Bank itself writes, proving that there was an account in the Union’s name. 
All Byers does is to reply that he has no record of such an account. There 
is no investigation even at this point, and apparently there is no outburst 
of indignation at what is evidently a barefaced falsehood and a corrupt 
besmirching of the name of the Union. 
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Under such circumstances, the Committee feels there can be no excuse 
for the failure to conduct independent investigation and to administer 
internal union disciplinary action. 

The explanation that Union action should await the outcome of the 
action of public prosecutors must be rejected. Guilt under criminal law 
is simply a completely different question from guilt under ethical and 
union standards. A union official is entrusted with the highest responsi- 
bility. He must provide union services to his membership. He is charged 
with the highest duty of insuring that their interests are always para- 
mount. This obligation is much more than the bare requirement of keep- 
ing inside the boundaries of the criminal law. The issue goes to the 
integrity and good name of the Union involved and that of the entire labor 
movement. 


The failure to present indictments is irrelevant to the question of the 
corruption demonstrated by the Union’s failure to proceed against James. 
There may be a host of legal reasons, technical and otherwise, for not 
bringing an indictment, or for an acquittal upon trial. The failure of 
public prosecutors to move is obviously not an underwriting of the quality 
of the conduct involved. The callous disregard for the welfare of the 
Union members who were supposed to be the beneficiaries of the fund does 
not disappear or diminish, and cannot be excused, by anything which may 
or may not be done by public prosecutors. There can be no real doubt that 
James did not fulfill his duties as International Secretary-Treasurer with 
integrity and with conscience. Whether or not a legal crime can be 
charged or proved, there can be no doubt that the Union had overwhelm- 
ing reason for thinking that Secretary-Treasurer James might not be 
properly performing his office, and nevertheless refused to investigate 
or take any action against him. 


The Union cannot justify refusal to act by blaming others, any more 
than by waiting for the action of others. The employer trustees, insurance 
company officers, public officials in Insurance Departments, Saperstein and 
others, may or may not clearly be negligent or guilty of corruption. James 
or other individual union officials may have been successful in keeping a 
portion of their activities beyond discovery by legitimate union methods 
and responsibilities. All that is irrelevant to what the Union could and 
should have done, had it lived according to even minimum union ethical 
standards on corruption. The whole point is that the Union had an inde- 
pendent obligation to its own membership, to maintain its own integrity. 
Apart from anything done by outsiders, the Union should have been zeal- 
ous to maintain its freedom from corruption and impacable in detecting 
any acts of corruption and punishing the offenders. 


President Byers had been specifically reminded of this principle, in 
the letter to him from President Meany, on September 29, 1955. President 
Meany wrote, “It is a firm and cherished principle of the American Feder- 
ation of Labor that our unions are capable of exercising our own disci- 
plines in the protection of the members’ interests without the intervention 
of Government. Any failure to measure up to this responsibility, particu- 
larly as the shortcomings are cited by a Congressional Committee in the 
course of its inquiries as to what new laws may be needed in this area, 
would put in jeopardy the freedom from governmental control of the 
internal affairs of all unions.” 


As it now stands, James has been suspended as International 
Secretary-Treasurer but retains his local union office and his union mem- 
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bership. The Committee does have some doubts as to the firmness of the 
intention to maintain the suspension of James even as Secretary- 
Treasurer. In any event, we fail to understand the distinction attempted 
to be drawn between the various roles of James. We believe that evidence 
sufficient to have suspension from International office obviously warrants 
some action against the other union positions and the union membership 
of the particular individual. We must conclude that the failure to take 
effective action against James remains as a present demonstration of 
corrupt influences within the Union. 


In this case, the lack of minimum sensitivity to union integrity and 
reputation is made especially evident by the deliberate failure to take 
effective action on the basis of the Cruikshank report. President Byers 
asked for AFL-CIO help to remove the taint created by the Senate Sub- 
committee. A specific set of recommendations were thereupon given to 
this Union. The recommendations were most thorough, but only because 
the finding was that a complete housecleaning was required by the facts 
of this case. The Union Executive Board discussed this report and in large 
part ignored it. This was in effect a deliberate decision not to adhere to 
the guides and standards established by the AFL-CIO as specifically 
applied to this Union. 


The consistent attitude of this Union obviously is that it will under- 
take no initiative in unearthing and correcting abuses. Serious abuses 
are still evident. Those that have been corrected were the result of outside 
pressures. Even now, this Union is offering excuses and explanations for 
not taking obvious next steps. It has no proposal for eliminating all 
traces of the past corruption. It has no program for insuring that AFL- 
CIO standards will be rigorously maintained in the future. Indeed, we 
believe that this Union has no genuine intention to take any effective 
action with respect to the abuses which are still present. 


Conclusion 


For the reasons set forth in this Report, the Ethical Practices Com- 
mittee concludes that the Laundry Workers International Union does not 
meet the standards for ethical union practices set forth in the AFL-CIO 
Constitution. 

Respectfully submitted, 
S/ Albert J. Hayes, Chairman 
S/ George M. Harrison 
S/ David Dubinsky 
S/ Jacob S. Potofsky 
S/ Joseph Curran 
January 28, 1957 


Resolution by Executive Council 


Laundry Workers International Union 
Miami Beach, Florida, February 5, 1957 
Moved and seconded that the Laundry Workers International Union, 


having been found to be in violation of Article VIII, Section 7 of the 
AFL-CIO Constitution, as being dominated, controlled and substantially 
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influenced by corrupt influences is hereby ordered and directed to 
eliminate these corrupt influences and to correct the abuses set forth in 
the Report of the Ethical Practices Committee; and in addition, to 
eliminate from holding any position or office, either appointed or elec- 
tive, in either the International Union or in any of its subordinate 
bodies, those who tolerated or are responsible for these abuses; further 
the Executive Council directs the International Union to fully and com- 
pletely comply with these orders and directives to the satisfaction of 
the Executive Council within 90 days or stand suspended and face 
expulsion from the AFL-CIO. 


Statement by Executive Council 
May 23, 1957 


The Executive Council at its February meeting approved the report 
of the Ethical Practices Committee relating to the Laundry Workers’ 
International Union, the Distillery Workers’ International Union and 
the Allied Industrial Workers’ Union and directed each of these unions 
to clean house on penalty of suspension or expulsion from the AFL-CIO. 


At this meeting of the Council, the officers of these unions reported 
to the Council the steps taken by these organizations to comply with the 
directives of the Executive Council. 


The Executive Council finds that the Laundry Workers International 
Union has not in good faith complied with the directives of the Execu- 
tive Council. ... 


The Executive Council directs that the Laundry Workers Interna- 
tional Union shall stand suspended from the AFL-CIO and face expul- 
sion from the AFL-CIO at its forthcoming convention... . 


Notice of Suspension 


AFL-CIO President George Meany . . . notified officers of all state 
and local central bodies of the suspension of the Laundry Workers 
International Union on charges of violating Article VIII, Section 7, 
of the AFL-CIO Constitution. He directed that local unions of the 
Laundry Workers be suspended immediately from membership in all 
state and city central bodies. 


—From AFL-CIO News Release, May 30, 1957. 
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Report of Ethical Practices Committee 
on 
Distillery, Rectifying and Wine Workers’ 


International Union 
The Constitution of the American Federation of Labor and Congress 


of Industrial Organizations contains the following provisions: 


“The objects and principles of this Federation are: .. . 


“To protect the labor movement from any and all corrupt 
influences and from the undermining efforts of communist agen- 
cies and all others who are opposed to the basic principles of our 
democracy and free and democratic unionism.” (Article II, Sec- 
tion 10.) 


“It is a basic principle of this Federation that it must be and 
remain free from any and all corrupt influences and from the under- 
mining efforts of communist, fascist or other totalitarian agencies 
who are opposed to the basic principles of our democracy and of 
free and democratic trade unionism. The Executive Council, when 
requested to do so by the President or by any other member of the 
Executive Council, shall have the power to conduct an investigation, 
directly or through an appropriate standing or special committee 
appointed by the President, of any situation in which there is reason 
to believe that any affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence, or 
that the policies or activities of any affiliate are consistently directed 
toward the advocacy, support, advancement or achievement of the 
program or of the purposes of the Communist Party, any fascist 
organization or other totalitarian movement. Upon the completion 
of such an investigation, including a hearing if requested, the 
Executive Council shall have the authority to make recommenda- 
tions or give directions to the affiliate involved and shall have the 
further authority, upon a two-thirds vote, to suspend any affiliate 
found guilty of a violation of this section. Any action of the Execu- 
tive Council under this section may be appealed to the convention, 
provided, however, that such action shall be effective when taken 
and shall remain in full force and effect pending any appeal.” 
(Article VIII, Section 7.) 


“The Committee on Ethical Practices shall be vested with the 
duty and responsibility to assist the Executive Council in carrying 
out the constitutional determination of the Federation to keep the 
Federation free from any taint of corruption or communism, in 
accordance with the provisions of this constitution.” (Article XIII, 
Section 1 (d).) 


At the First Constitutional Convention of the AFL-CIO, a Resolu- 


tion was adopted on “Ethical Practices.” This Resolution declared that: 
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“By the adoption of the constitution of the American Federation 
of Labor and Congress of Industrial Organizations, the American 
labor movement has clearly accepted the responsibility for keeping 
its own house in order and to protect the movement ‘from any and 
all corrupt influences and from the undermining efforts of Com- 
munist agencies and all others who are opposed to the basic principles 
of our democracy and free and democratic unionism.’ Only by their 
wholehearted dedication to this constitutional objective can labor 
unions meet their obligations to their memberships. Failure to meet 
these responsibilities can only result in governmental assumption 
of what are properly trade union functions. Reliance of the agencies 
of government for keeping our movement free from the infiltration 
of racketeers, crooks, Communists, Fascists and other enemies of 
free democratic unionism would constitute a threat to the inde- 
pendence and freedom of the entire movement; now, therefore, be it 


“RESOLVED, 1. The First Constitutional Convention of the 
AFL-CIO calls upon all its affiliated national and international 
unions to take whatever steps are necessary within their own organi- 
zations to effect the policies and ethical standards set forth in the 
constitution of the AFL-CIO. When the constitutional amendments 
or changes in internal administrative procedures are necessary for 
the affiliated organizations to carry out the responsibilities incum- 
bent upon autonomous organizations, such amendments and changes 
should be undertaken at the earliest practicable time. 


“2. This First Constitutional Convention of the AFL-CIO pledges 
its full support, good offices, and staff facilities of the AFL-CIO 
Committee on Ethical Practices to all national and international 
unions in their efforts to carry out and put into practice the con- 
stitutional mandate to keep our organization “free from any taint 
of corruption or Communism.” 


Further, the First Constitutional Convention adopted a Resolu- 
tion on “Health and Welfare Plan Administration.” This resolution de- 
clares that such programs must be administered “as a high trust for the 
benefit only of the workers covered. The trustees or administrators of 
the health, welfare and retirement programs, whether union, manage- 
ment or joint, as well as all others exercising responsibility in connection 
with such programs, have the obligation to make sure that maximum 
benefits are provided for the money available, and that the highest 
ethical standards are observed and rigorously followed.” This resolution 
also declares that it is the responsibility of each union to keep its own 
house in order, and to take all necessary steps to establish and to main- 
tain the highest ethical standards. In addition to the general declara- 
tion, the resolution defines certain specific “guides and standards” for 
trade union officials engaged in the administration of these programs. 


Among the specific guides established is that: 


“Where a salaried union official serves as employee representa- 
tive or trustee in the administration of a health, welfare or retire- 
ment program, such service should be regarded as one of the func- 
tions expected to be performed by a union official in the normal 
course of his duties and not as an ‘extra’ function requiring further 
compensation, over and above his salary, from the welfare fund. 
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Officials who already receive full-time pay from their union should 
not receive fees or salaries from a welfare fund.” 


In addition, the standards and guides provide that such union 
officials “should be entirely free of any compromising personal ties, 
direct or indirect, with outside agencies—such as insurance carriers, 
brokers, consultants and others—doing business with the welfare plan.” 
If any union official should be found to have benefited personally from 
such ties and contacts, he “should be removed.” Likewise, the Resolution 
provides that any trustee or employee of a fund who has received an 
unethical payment should be removed. 


The Resolution provides also that “Complete records of the financial 
operations of welfare funds and programs should be maintained in 
accordance with the best accounting practice.” Under the standards set 
forth in the Resolution there must be full, regular reports on finances and 
operation to the union membership. In addition, the Resolution calls 
for the full exploration of al! available alternatives before any plan is 
initiated, with competitive bids if commercial carriers are to be used. 
Further, the Resolution prohibits any investment of welfare fund re- 
serves in the business of any party doing business with the fund, 


“The duty of policing and enforcing these standards,” the Resolution 
stated, “is shared by every union member, as well as by local, national 
and international officials. . . . International unions should, wherever 
possible, have expert advice available for the negotiation, establishment 
and administration of health and welfare plans, and should provide 
training for union representatives in the techniques and standards of 
proper administration of welfare plans.” 


These health and welfare guides and standards are very similar to 
those which had been previously adopted at the May, 1955, meeting of 
the Executive Council of the American Federation of Labor, and later 
approved by the AFL Convention. Each former AFL affiliate was noti- 
fied by the Executive Council that it should adhere to these standards. 
The Congress of Industrial Organizations had also adopted very similar 
guides and standards. 


Congressional Hearings and Reports 


The facts with respect to particular cases which may have violated 
legal or ethical standards in the administration of health and welfare 
plans, have been publicized principally through Congressional hearings 
and reports conducted and made by the Subcommittee on Welfare and 
Pension Funds of the Senate Committee on Labor and Public Welfare. 
This Subcommittee was originally established in the First Session of the 
84th Congress, in April, 1954. Under the Chairmanship of Senator Ives of 
New York in the First Session, the Subcommittee held some hearings and 
rendered an Interim Report. More extensive hearings on particular cases 
were held in the Second Session, in 1955, when the Subcommittee operated 
under the chairmanship of Senator Douglas of Illinois, and thereafter ren- 
dered another Interim Report and a Final Report. 


This Subcommittee became interested in the activities of Louis B. 
Saperstein, an insurance broker of Newark, N. J., who had a prominent 
role in the establishment and operation of the welfare plans of the 
Laundry Workers’ International Union and the Distillery, Rectifying and 
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Wine Workers’ International Union (hereinafter called “Distillery 
Workers Union’). In March and April of 1955, the Douglas Subcommittee 
held hearings on the Laundry Workers case. These hearings included 
peripheral references to Saperstein’s role with the Distillery Workers’ 
welfare fund and to the indictment which had been rendered in New York 
County against Sol Cilento, Secretary-Treasurer of the Distillery Workers’ 
International and Executive Vice President of its New York City Local 
No. 2. Because of the pendency of criminal action in New York against 
Cilento and others growing out of their participation in the affairs of the 
Distillery Workers’ Social Security Fund, the Douglas Subcommittee did 
not develop the Distillery Workers case at that time. 


The facts as to the Distillery Workers were brought out at the Sub- 
committee hearing on December 2, 1955. A few days before the AFL- 
CIO merger. The evidence gathered by the Subcommittee staff in the 
case was summarized by the first witness, the Assistant Counsel of the 
Subcommittee. The only other witnesses were Melvin Dykes and Victor 
Feingold, respectively the Manager and the Counsel of the Distillery 
Workers’ Social Security Fund. Neither Cilento nor any other union 
official was officially notified of the hearing, and none was in attendance. 


The evidence showed the following general background. The Distillery 
Workers’ Fund, a noncontributory fund administered by three employers 
and three union trustees, receives income from about 600 employers and 
covers approximately 23,000 employees who are members of some 65 local 
unions. It was commenced in 1948. From 1948 to 1955, its insurance 
carrier was the Security Mutual Life Insurance Co., of Binghamton, N. Y., 
and it was through the commissions and concessions which Saperstein 
obtained from this company that the financial manipulations noted below 
were made possible. Saperstein’s agency was terminated in October, 1954, 
following revelations before the New York County Grand Jury. Other 
insurance brokers were retained, with commissions of 3% and then 1%, 
until October, 1955. The fund went on a self-insured basis, effective Octo- 
ber 1, 1955. 


The administrative Manager of the Fund is Melvin Dykes. He has 
been Manager since 1950 and continues in that post. He was a nephew 
of Cilento by marriage. When the fund went on a self-insured basis, his 
salary was increased from $13,000 annually to $25,000 as well as a two 
months’ salary as a Christmas bonus. At that time, the salary of the 
counsel for the fund also was more than doubled, being raised from 
$10,000 to $25,000. The counsel for the fund, Victor Feingold, is also 
counsel for Cilento’s Local No. 2. Dykes and Feingold testified as to the 
administration and benefits of the fund, which were apparently found in 
good order by the Subcommittee. They attempted to justify their own 
salaries and the general operation of the fund to the Subcommittee by 
insisting that the benefits and claims had been paid as due and that the 
fund was properly run in terms of internal administration. They insisted 
that there was no way of their having discovered any of Cilento’s wrong 
doings, since they involved only his relationship with the insurance car- 
riers or the insurance broker, and would not show up in the internal 
operation of the fund. 


According to the evidence presented to the Subcommittee, Cilento was 
one of three individuals named by Saperstein as having received payoffs 
and kickbacks totalling almost $300,000 over a two-year period in 1951 
and 1952. The other two were men with criminal records, George Scalise 
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and Anthony Carfano. Saperstein had received a 10 percent commission 
for a number of years on premiums paid to insurance companies from the 
fund, and, according to the testimony, the payments were made from these 
commissions. In addition, the testimony showed that Cilento had received 
a total of $107,000 from Security Mutual in the form of monthly payments 
of $2500. Further, while Cilento had resigned as a trustee of the fund as 
of June 1954, another officer of his local had been named to replace him as 
trustee. 


The trustees, including paid union officials, were receiving regular 
compensation from the fund. According to the Subcommittee staff testi- 
mony, the fund made payments to welfare representatives for each local; 
and among these welfare representatives were two sons of President 
O’Neill of the Distillery Workers, and the son of the Executive Secretary 
of Local No. 2. The testimony showed also that two Union trustees of the 
fund were receiving such payments but each had commented that he would 
resign the position of local welfare representative before the end of the 
year. 


In the course of his testimony, the Subcommittee Assistant Counsel 
spoke of the “obvious three-way conflict of interest between being a 
welfare representative and at the same time a member of the governing 
board of trustees of the fund and, third, being a local or international 
union official, or both. .. .” He testified that one of the employer trustees 
had raised questions concerning this conflict of interests and compensation 
to trustees. He said President O’Neill replied that AFL President Meany 
had changed his position on the propriety of a union official’s receiving 
additional income for work in connection with a welfare fund. 


According to Senator Douglas, “This is one of the most shocking cases 
we have discovered. . . . I can find no other interpretation than that these 
funds are being looted by officials of the fund, who seem to be very 
powerful figures inside the Union itself. .. . I certainly think that the 
behavior in this case has been extraordinarily bad.” 


When the Senate Subcommittee issued its Final Report, on April 
16, 1956, it had the following comments and conclusions on the admin- 
‘stration of this fund. 


“The subcommittee has repeatedly questioned the propriety of 
payments for welfare functions to individuals who hold other full- 
time paid positions, whether they represent union or management. 
It is extremely difficult to understand just how the individuals in 
this case could competently fulfill the obligations and duties attendant 
to the 83 and 4 positions they held. 


“With respect to Edward and Thomas O’Neill, sons of the 
permanent chairman of the Board of Trustees, and their holding 
both local and welfare fund positions, this situation certainly sug- 
gests a possibility of nepotism on the part of Mr. Joseph O’Neill. 


“The substantial increases in salary received by the manager 
of and counsel to the fund at the time it became self-insured perhaps 
can be justified. However, at least with respect to the manager, 
when consideration is given to the fact that he admittedly had little 
insurance or business experience, other than having worked for the 
international union and one of its locals, to qualify him for such a 
responsible position; to the fact that he was manager of the fund at 
the time of the alleged kickbacks from the broker, Saperstein, to 
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Cilento, and to his relationship by marriage to Cilento, the subcom- 
mittee feels that it is justified in viewing such an increase critically. 


“All of these procedures may be proper. However, they are 
certainly practices which can lead to abuse, can result to the detri- 
ment of the beneficiaries of the fund, and which the subcommittee 
views with extreme concern and believes should be corrected.” 


Background of Hearing Before Ethical Practices Committee 


At the next AFL-CIO Executive Council meeting following the 
Subcommittee Report on June 6, 1956, President Meany advised the 
Council that he had appointed a staff committee to study the Subcom- 
mittee Report, and a memorandum from the staff committee was given 
to the Council. The staff committee consisted of Nelson H. Cruikshank, 
Stanley H. Ruttenberg and J. Albert Woll. The report of this com- 
mittee called attention to Cilento’s activities and his continuing influence, 
in the following language: 


“Cilento was one of three individuals named by Saperstein as 
having received payoffs and kickbacks totaling $540,000 over a seven- 
year period, $299,000 of it since September, 1953. Cilento was in- 
dicted in New York for accepting bribes but the indictment was 
dismissed on appeal on a legal technicality. The District Attorney 
of New York is currently seeking to restore the indictment. While 
Cilento resigned as a trustee of the fund and an official of the inter- 
national, the Senate Subcommittee stated in its report that there 
was ‘evidence that Cilento still exercised influence over the operation 
of this fund.’ He retains his office as Executive Vice President of 
the union’s Local No. 2 in New York City. His nephew, Melvin M. 
Dykes, formerly employed as a clerk for Local No. 2, served as 
manager of the fund during the entire period that Cilento was ex- 
tracting kickbacks at the expense of the fund. Dykes continues to 
serve in this capacity and his salary was recently increased from 
$13,000 to $25,000 a year with an additional two months salary as 
a Christmas bonus.” 


The staff committee pointed out that the AFL-CIO standards for 
ethical administration, prohibiting additional payments for welfare fund 
work to full-time union officials, were being violated in a number of 
ways. The union trustees were all full-time officials, yet the report 
noted that two of them drew additional amounts, respectively, $773.35 
and $735.00 a month, as “welfare representatives” for their locals, while 
the third, International President O’Neill, had two of his sons drawing 
salaries of, respectively, $320.00 and $800.00 a month as “welfare rep- 
resentatives.” 


Further, the staff committee concluded, 


“So far as is known, the International has made no move to 
remove Cilento from his post as Executive Vice-President of an 
important local. His close associates continue to serve in key posts 
in the administration of the welfare fund. Persons who are guilty 
at least of negligence of failing to live up to their responsibility to 
protect the fund against corrupt practices of the type engaged in 
by Cilento, continue to serve and have in fact, in the case of Dykes, 
been rewarded with a substantial increase in salary. Practices which 
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violate the AFL-CIO standards for the ethical administration of 
welfare funds continue in effect. 


“The President, Joseph D. O’Neill, has refused to cooperate 
with the legal authorities investigating the alleged theft of Union 
funds or to produce records of the Union necessary to the determi- 
nation of the extent of Cilento’s guilt. Recently he was arrested 
in Miami as a material witness in connection with this investigation.” 


At that meeting, on June 6, 1956, the AFL-CIO Council unanimously 
adopted a resolution vesting authority in the Committee on Ethical 
Practices “to conduct formal investigations, including a hearing if re- 
quested, on behalf of the Council into any situation in which there is 
reason to believe an affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence and in 
which such formal investigation is requested by the President or any 
member of the Executive Council. The Committee shall report to the 
Executive Council the result of any such investigation with such recom- 
mendations to the Council as the committee deems appropriate.” 


On August 1, 1956, the Ethical Practices Committee met and re- 
viewed the material on the Distillery Union. A detailed staff report had 
been prepared for this meeting. 


Relying on the published newspaper reports as well as the Con- 
gressional materials noted above, this staff report dealing specifically 
with the Distillery Workers Union made the following points: Known 
racketeers were instrumental in introducing Cilento to Saperstein, and 
in establishing the relationships which included the payments of kick- 
backs of commissions by Saperstein to Cilento, and the payments of 
$2500 a month by the insurance carrier, which Saperstein had selected, 
to Cilento. Saperstein was convicted in New York of bribing a union 
official and received a five-year sentence which was subsequently reduced 
to one year when he turned state’s evidence. On February 15, 1955, a 
New York Grand Jury returned an indictment against Cilento, Scalise 
and Carfano for bribery and conspiracy. The legal status of that in- 
dictment was on appeal at the time of the report. 


While Cilento had resigned as Secretary-Treasurer of the Inter- 
national and as secretary and trustee of the welfare fund, the detailed 
staff report noted that his influence was continuing. He maintained his 
position as Executive Vice President of the powerful Local No. 2. His 
place as a trustee of the welfare fund was taken by Mortimer Branden- 
berg, the President of that Local. The staff report noted also that the 
manager of the welfare fund was Cilento’s nephew; and the counsel 
for the welfare fund was the counsel for Local No. 2, and that both 
had enjoyed recent salary increases. According to the detailed staff 
report, 

“The retention at increased salaries of his appointees of key 
positions in administration of the fund, and the continued service 
as trustees of those officers who served with Cilento during the 
period of his depredations, raise a serious question as to whether 
there is any real intent or desire to clean house and to guarantee 
the future integrity of the fund.” 


The report noted that in 1954, following the disclosure of abuses, 
Saperstein was removed as agent, the commission rates sharply reduced, 
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and the $2500 monthly payments to Cilento discontinued. The fund had 
gone on a self-insured basis on October 1, 1955, and the pay of the 
Manager and the counsel had been increased shortly thereafter. Having 
paid no dividend up to that point during the entire seven years it was 
insuring the fund, the carrier paid for the year ending April 30, 1955, a 
dividend of $500,000. 


The fund had made payments to union officers, which the staff com- 
mittee report detailed. Each of the trustees received $1200 a year from 
the fund; each of the union trustees was a full-time union official; in 
addition, two of the union trustees received substantial additional 
monthly payments as welfare representatives. The son of the Execu- 
tive Director of Local No. 2, as well as two sons of the International 
President, O’Neill, were each receiving payments as local welfare rep- 
resentatives. The staff committee report noted the incident at the wel- 
fare fund board meeting on July 20, 1955, when one of the employer 
trustees had questioned the propriety of payments to the union repre- 
sentatives, only to be told by President O’Neill that President Meany had 
“altered his position.” Of this incident, the staff report said, “The 
condemnation of the receipt of such payments by paid union officers 
remains, of course, a part of the AFL-CIO standards for operation of 
welfare plans. O’Neill’s statement, therefore, was complete misrep- 
resentation of the position of President Meany and of the AFL-CIO.” 


In addition to the abuses centering on the welfare fund, the staff 
report discussed the corruption in internal union affairs. District 
Attorney Hogan of New York had sought access to the International’s 
financial records in the course of his investigations into Cilento’s mis- 
deeds, according to the report, but the Union refused to submit the 
records voluntarily, as a matter of principle. Thereafter, on April 8, 
1955, according to the Union, the records were robbed by three gunmen 
from the Chicago office. The staff report noted O’Neill’s continuing 
reluctance to come to New York to testify for the benefit of the New 
York investigation. 


The staff committee reported that Cilento had recently been re- 
indicted on charges of stealing more than $16,000 from the International 
Union treasury. This sum, the report stated, represented payments to 
a woman whom Cilento had placed on the payroll. 


The staff report concluded by pointing out that “the refusal of 
O’Neill and other International officers to cooperate in any way with 
the New York investigation has had the obvious effect of shielding 
Cilento from effective prosecution. It also invites the suspicion, in 
conjunction with the facts previously brought out, that (a) there is a 
basis for allegations that Cilento continues to exercise considerable 
influence in the affairs and councils of the International and/or (b) 
other officials of the International may also be personally involved in 
the corrupt practices that have been found to exist.” 


The August 27, 1956, Report of the Ethical Practices Committee 
summarized the charges as to the payments and kick-backs to Cilento. It 
noted that on September 9, 1954, President O’Neill had preferred the 
following charges against Cilento within the Union. 


“1, Wilful neglect and disregard of your duty and responsi- 
bility as Secretary-Treasurer of the International Union in failing 
to properly account for expenditures of International funds made 
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by you (Cilento), and in refusing to furnish information or ex- 
planation relative to such expenditures of International funds, 
although duly demanded. 


“2. Gross negligence in the administration of the office of Sec- 
retary-Treasurer of the International Union. 


“3. Conduct unbecoming an official and a member.” 


The Union’s General Executive Board suspended Cilento as Inter- 
national Secretary-Treasurer, pending determination of the charges. On 
October 19, 1954, Cilento denied these allegations, but resigned his posi- 
tion, for reasons of health. The report stated also that the Board 
accepted Cilento’s resignation and instructed President O’Neill to appoint 
a committee for the purpose of making further investigation into 
Cilento’s affairs. 


The Report of the Ethical Practices Committee declared that the 
material before it contained the charge that Cilento still exercises in- 
fluence over the operation of the fund. It noted that Cilento had been 
indicted for bribery and conspiracy, together with Scalise and Carfano, 
on February 15, 1955; and that Cilento was indicted on charges of con- 
spiracy and grand larceny on June 12, 1956, had pleaded not guilty and 
was released on bail. 


The Committee Report also mentioned the increase in salary to 
Melvin Dykes when the fund had gone on a self-insured basis. Further, 
it referred to the facts that the welfare fund trustees received compensa- 
tion, that two of the union trustees received additional compensation as 
local welfare representatives, and that two sons of President O’Neill, as 
well as the son of the Executive Secretary of Local No. 2, received 
salaries as Welfare representatives. 


Finally, the Ethical Practices Committee called attention to the 
decision of the Distillery Workers Executive Board not to turn over 
the Union’s books and records to the New York County Grand Jury, 
and its opinion that President O’Neill should not appear before that 
Grand Jury or any other such agency regarding internal union affairs. 


On the basis of its summary of the charges, and the material before 
it, the Committee concluded as follows: 


“The Ethical Practices Committee concludes without prejudging 
the matter that the public reports provide a sufficient reason to 
believe that the Distillery, Rectifying and Wine Workers Interna- 
tional Union may be dominated, controlled or constantly influenced 
in the conduct of its affairs by corrupt influences in violation of the 
Constitution of the AFL-CIO, and therefore subject to suspension 
by the Executive Council under the provisions of Article VIII, 
Section 7. 


“The Committee therefore recommends to the AFL-CIO Execu- 
tive Council that the Distillery, Rectifying and Wine Workers Inter- 
national Union be required forthwith to show cause before the 
Ethical Practices Committee, including a hearing if requested by 
the Union, why the Distillery, Rectifying and Wine Workers Union 
should not be suspended from the AFL-CIO pursuant to the pro- 
vision of the Constitution above mentioned.” 
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The Executive Council unanimously approved the report, on August 
27, 1956. It authorized the issuance of the foregoing conclusion of the 
Report of the Ethical Practices Committee as a press release. 


Hearing Before Ethical Practices Committee 


President O’Neill of the Distillery Union requested a meeting and 
a hearing, upon reading of the Council’s action in the press. After an 
exchange of correspondence, including formal notification to the Dis- 
tillery Workers Union of the Executive Council action by Chairman 
Hayes of the Ethical Practices Committee on August 30, 1956, in which 
the Union made clear its desire for a hearing, the Union was notified 
by Chairman Hayes on September 27, that a hearing would be held on 
October 2, 1956. 


A hearing was held on that date, at the AFL-CIO Building, with 
all the members of the Ethical Practices Committee and its counsel in 
attendance. President O’Neill, General Secretary-Treasurer Oneto, and 
the six members of the General Executive Board appeared on behalf 
of the Union. The union was also represented by counsel. 


At the outset of the hearing Chairman Hayes made a statement 
setting forth the nature and purpose of the hearing. He referred to the 
provisions of the AFL-CIO Constitution regarding corruption, and to the 
Executive Council’s authorization to the Ethical Practices Committee. 
He briefly reviewed the history of the case, from the staff report based 
on the work of the Senate Subcommittee, to the show cause order of the 
Ethical Practices Committee. As to the nature of the hearing, Chair- 
man Hayes stated, “This is not a criminal trial. This is a trade union 
hearing. We have made no judgment on the matters involved. Pub- 
lished ‘materials raised serious questions of corruption with respect to 
this union. We so reported to the Executive Council. Our object now, 
at this hearing, is to find the facts so that we may report them to the 
Executive Council with our recommendations. . . . We intend to give 
everyone concerned a full opportunity to explore all of the matters with 
which we are concerned, so that we can, with all fairness to the Dis- 
tillery Workers Union as well as to the AFL-CIO, give a full report 
to the Executive Council.” 


The hearing was conducted informally. The counsei and other rep- 
resentatives of the Union were afforded every opportunity to present their 
case, by way of statements and testimony, to cross examine witnesses 
called by the Committee Counsel, and otherwise to present the Union’s 
defense and every fact or argument which the Union wished to call to 
the attention of the Committee. At the conclusion of the hearing, the 
Union counsel expressed gratitude to the Committee “for the courteous 
treatment accorded us.” 


After his opening statement, Chairman Hayes called upon the 
Committee Counsel “to put into the record all of the documents and all 
of the facts and the evidence that we have upon which our recommenda- 
tion is based, which became basis for this hearing.” 


The following documents were incorporated into the record as 
exhibits, with copies to the Union, and with explanations noting the 
relevant provisions: The AFL-CIO Constitution; the Policy Resolutions 
of the First Constitutional Convention on Ethical Practices and on 
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Health and Welfare Plan Administration; the staff report of May 29, 
1956; the Executive Council minutes of June 6, 1956; the Executive 
Council resolution vesting authority in the Ethical Practices Committee 
to make investigations; the detailed staff report dealing with the Dis- 
tillery Workers Union; the Report of the Ethical Practices Committee 
regarding the Distillery Workers Union and the approval thereof by 
the Executive Council; the communications from and to President O’Neill 
detailing the request for and the notices of the hearing; the Reports of 
and the transcript of the hearings before the Douglas Subcommittee; 
and the Constitution of the Distillery Workers Union. In introducing 
the staff reports, the staff members in charge, Stanley Ruttenberg and 
Nelson Cruikshank, respectively, appeared as witnesses, and were subject 
to cross examination on the matters which had been reviewed in the 
preparation of the reports. 


Counsel for the Union had prepared a formal Answer in response 
to the Order of the Executive Council, which he read into the record. 
The Answer made the point that the charges were based on allegations 
about Cilento’s conduct in relationship to the welfare fund. It alleged 
that there was no evidence that any such influence by Cilento existed 
“in the administration of the International Union affairs as such.” The 
Answer claimed that the welfare fund had itself been properly admin- 
istered, properly audited and was being improved. There never had 
been any inference or assertion that the fund itself was not properly 
administered, according to the Answer. 


The Answer stated that when the fund was started in 1948, there 
was no real understanding of welfare funds, and union officials could 
not have the same knowledge and experience in this field as they do now. 
According to the Answer, Union representatives were not the only ones 
involved here: The welfare fund board of trustees included employer as 
well as union members; and New York State had legal control of in- 
surance brokers’ commissions. P 


The Answer denied that the New York City locals had any special 
influence in the administration of the International Union, and insisted 
that the Union was run from the office of President O’Neill and that the 
dominant unions were those of production workers in the leading dis- - 
tilleries rather than the warehouse and distributing employees rep- 
resented by the New York City locals. 


Basically, the Answer made the defense of ignorance. It reiterated 
that the International had no knowledge of any special arrangements 
which Cilento may have made in his relationships with the Security 
Mutual Insurance Company and with Saperstein. 


The union believes it should take no action pending the outcome of 
the criminal case concerning the charges against Cilento. The Answer 
noted that the books of the welfare fund have been made available to 
District Attorney Hogan. 


The Answer stated that Cilento had received a leave of absence in 
June, 1954, which relieved him “of any responsibility, direction or in- 
fluence in International Union affairs.” According to the Answer, the 
story was as follows: President O’Neill had caused the Union books to 
be transferred to Chicago. Further, he ordered Cilento to come to 
Chicago to explain numerous matters relating to the books. When Cilento 
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failed to respond, O’Neill called a special Executive Board meeting, at 
which he preferred charges against Cilento. The Board suspended Cilento, 
who shortly thereafter submitted his resignation. While the Board 
accepted his resignation, it appointed a committee of three vice-presidents 
to audit the books and to make recommendations as to further action. 
The work of this committee and the audit of the books was interrupted 
on April 9, 1955, when the International’s books and records were looted. 


This Committee, said the Answer, had already found improper ex- 
penditures by Cilento on at least one item, the rental of an apartment in 
New York City, and he had made restitution to the Union for this item. 
The Answer stated that the charges against Cilento were still pending. 
According to the Answer, Cilento now “has absolutely no status, influ- 
ence, or standing with the International Union.” However, if the Com- 
mittee should believe that action should be undertaken against Cilento in 
his role as a local union official, “the International Union stands ready 
to follow the recommendations of the Committee or of the Executive 
Council.” 


The Union’s Answer denied that Brandenberg was controlled or dom- 
inated by Cilento, or that Melvin Dykes should be held responsible for 
any of Cilento’s guilt. These appointments, it was contended, were made 
on the basis of individual experience and qualifications; relatives should 
not be disqualified as such. The answer made this same defense on the 
charges of nepotism in the selection of certain of the welfare deputies. 
Again, however, the Union stated that if the Committee thought that 
action should be taken against Dykes, the Union would be governed 
accordingly. 


With reference to the indictment of Cilento on grand larceny charges, 
the Union stated that it did not believe “it has the right to try him on 
such matters when there is pending litigation before the criminal court. 
It intends to await the outcome of the case before deciding what addi- 
tional action is warranted.” 


With respect to the books and records of the Union, the Answer 
justified the refusal to make them available to District Attorney Hogan 
on the ground that “It was the judgment of the International Union 
that if there was wrong doing in the handling and disposition of Inter- 
national funds, it was to make its own investigation and to handle it 
in a manner best suited to the interests of the International Union and 
the labor movement.” The Executive Board of the Union withheld the 
books on the ground that union books should not be made available 
to the fishing expeditions of a district attorney who was interested pri- 
marily in publicity and was not friendly to labor. 


In answer to the charges centering on the payments to Union officials 
from the welfare fund, the Answer contended that they were irrelevant 
to the charge of domination of the International Union by corruption. 
The reason for this was that the International Union and the welfare 
fund were separate and distinct entities. Further, the Answer stated that 
many of the welfare representatives had no other income from the 
Union, and it would be unfair to pay them for their services and deny 
payment for the same services to others who were receiving other Union 
compensation. In the initial period, when there were no compensated 
union welfare officials, there was unhappy experience in the handling 
of claims, 
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Finally, the Answer summarized the general record of the Union, 
the many services which it had rendered throughout its history to its 
entire membership, and its current standing in union representation and 
collective bargaining. The Committee was urged, in the Union’s Answer, 
not to condemn an organization with substantial trade union achieve- 
ment, merely because of the alleged criminality of one particular indi- 
vidual. 

After the reading of the Answer, the hearing proceeded by ques- 
tioning from the counsel and the members of the Committee. Most of 
the answers were given by President O’Neill, but the other Union officers 
present also participated. According to O’Neill’s testimony, Saperstein 
had been brought into the picture by the former counsel for the Union, 
Mr. Kreiger. The International had preferred charges against Cilento, 
solely as an International official and not as a Union member. O’Neill said 
the reason for this was that a criminal case was pending against Cilento 
and the Union did not wish to proceed until that matter was completed. 
He conceded that the restitution which Cilento had made to the Union 
was “an acknowledgment of guilt.” He said he had not talked to Cilento 
since preferring charges against him in 1954, and that the Union had not 
asked Cilento for any explanation of the evidence presented to the Sen- 
ate Subcommittee. 

So far as concerns the AFL and AFL-CIO guides for the admin- 
istration of welfare funds, President O’Neill indicated that he had seen 
nothing improper in a union official collecting additional compensation 
as a welfare fund trustee, over and above his full-time union salary; 
but that he would take prompt steps to terminate the special remunera- 
tion to the trustees of this fund. 


The Union witnesses testified that they still had confidence in Mel- 
vin Dykes as manager of the fund. They could not see how he should 
be held responsible for Cilento’s receipt of monies from Saperstein or 
his raid of the Union Treasury. 


President O’Neill indicated that the Union was willing to take any 
action which the Ethical Practices Committee or the AFL-CIO Executive 
Council might recommend. But he made it quite clear that the Union 
would undertake little initiative in dealing with any of these matters 
and would want to be governed by outside recommendations. 


Testimony was given by Mort Brandenburg, as to his service as 
trustee and as to the affairs of Local No. 2. He testified that the Local 
had taken no action of its own against Cilento. Again, the ground was 
that the Union should take no action before the criminal courts had done 
their work. The Local would “abide by the decisions of the Courts,” but 
should make no “attempt to prejudge Mr. Cilento.” 


All the various matters involved were made the subject of ques- 
tioning and discussion, in addition to those noted above. The matter of 
the Union books and records was discussed, for example; and it was 
disclosed that the accountants hired by the Union had never rendered a 
formal report on the books in the time—virtually one full year—when 
the books were at the International office. 


In various ways, President O’Neill, and the other Union witnesses 
and spokesmen pleaded the defense of ignorance. They relied upon Saper- 
stein and he made misrepresentations. They had had no adequate inde- 
pendent knowledge and had made no independent investigations, into the 
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matter of commissions or of special fees, because of their concern with 
premiums and benefits. Now, they were aware that these matters related 
directly to costs and benefits. 


President O’Neill had relied on Cilento, and signed the checks pre- 
sented to him. There was no checking of expense vouchers or other 
financial supervision. Now, President O’Neill recognized that Cilento 
could rightly be called “a plain, ordinary crook.” But these things were 
being taken care of, said the Union spokesman, and the Union should 
not now be condemned. 


The Union was afforded an opportunity to supplement the record, 
and to present any materials it wished, after the hearing. The Union 
took advantage of the opportunity and submitted extensive exhibits, under 
date of November 21. These exhibits included a detailed statement sum- 
marizing the history and present operation and financial status of the 
fund, complete with all supporting documents, such as the basic trust 
agreement, the coverages, individual employee contract and claim and 
other forms, basic pamphlets and materials dealing with benefits, cer- 
tain correspondence relating to carriers and audit of the first nine months 
of operations of the fund under self insurance, and the most recent 
monthly audit of the fund. In addition, the counsel for the fund advised 
that at the meeting of the Board of Trustees on November 13, 1956, 
the following three actions were taken: One, all of the trustees “agreed 
to waive further compensation for their services.” Secondly, the trustees 
concluded that full time officials and employees should not receive addi- 
tional compenstation as welfare representatives and it is expected that 
every union will be formally notified that this policy will be effective as 
of January 1, 1957.” Finally, the trustees reiterated their faith and con- 
fidence in Melvin Dykes and attached a resume of his experience and 
submitted it to the committee. 


The exhibits did not include at least one item requested by the Com- 
mittee, any worksheets or reports available from the accountants who 
had been reviewing the Union’s books. 


Under date of November 2, 1956, the Union counsel wrote to Chair- 
man Hayes, notifying him that the New York Court of Appeals had 
reinstated the bribery indictment against Cilento. The letter restated 
the position of the Union that its action should await final decision by 
the courts. “I am authorized to state that even though serious question 
exists whether the International Union can remove local union officers, 
following the hearing before the Committee plans were laid to remove 
Cilento from any local union status regardless of legal entanglements 
and practical difficulties even if it required taking over a local union. 
However, as a result of the decision of the New York Court of Appeals 
reinstating the indictment against Cilento, and the imminence of the trial, 
it is sincerely believed that sound judgment dictates that the Interna- 
tional Union await the outcome of the trial before undertaking further 
drastic action against Cilento.” 


Cilento was not present at the October 2 hearing before the Ethical 
Practices Committee. Thereafter, he wrote to President Meany requesting 
that he be given a hearing. The Ethical Practices Committee held a 
formal meeting, on December 17, 1956, to hear Cilento. He was repre- 
sented by counsel; and counsel for the Distillery Workers Union was 
also present. Cilento read a prepared statement and also answered ques- 
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tions. He was given every opportunity to make his statements and present 
whatever evidence he desired. 


Cilento made a sworn affidavit of his prepared statement, at the 
request of Committee Counsel. This added no legal sanctions, because 
no criminal or other penalties are involved in this proceeding. The sanc- 
tions of the perjury statutes are clearly inapplicable. In effect, Cilento 
denied all wrong-doing at the hearing. As to the charge that he had 
received $2500 monthly, Cilento produced photostatic copies of almost 
all the checks showing that they had been deposited to the bank account 
of the Union. As to kickbacks, Cilento declared, “I want to state un- 
equivocally at this time that I have never received a penny from Louis 
B. Saperstein, either as a commission, kickback, or in any other way 
whatsoever.” Cilento charged that Saperstein was lying and was attempt- 
ing to evade income taxes. He stated that Harold Kreiger had recom- 
mended Saperstein, that Saperstein had declared that the Security Mutual 
bid was the most favorable for the fund and that the trustees felt that 
they were in no position to reject this expert opinion. Further, Cilento 
denied that he had been influenced by Scalise or Carfano. He denied 
that he improperly dominated Dykes or anyone else. 


He stated that he was in accord with the decision, noted above, to 
terminate payments to welfare representatives, although he maintained 
that the payments had been justified by the work required. He declared 
that he “never at any time directly or indirectly had anything to do with 
the disappearance of theft of the books.” He pointed out that the books 
had already been in the possession of the Union for many months prior 
to their disappearance. 


Upon questioning by the Committee Counsel, Cilento insisted that 
he had resigned his position because of medical advice. He denied even 
knowing Joseph (Doc Rosen) Stacher, who the Douglas Committee 
charged introduced him to Saperstein. 


As to the restitution which he made for the apartment, Cilento 
maintained that the apartment had been rented for legitimate Union 
purposes. He had made restitution just to settle the matter. The charges 
related to payments to a young woman Cilento defended by stating that 
the woman had worked as a private secretary and that the total amount 
was only $16,000 over a five-year period. The only business relationship 
with Saperstein that Cilento admitted dealt with a real estate deal ap- 


proximately seven year ago. 


Cilento admitted that he was simultaneously serving and receiving 
salaries in three different positions, trustee of the Social Security Fund, 
International Union officer, and Local Union official. 


- Cilento testified that he never had requested an opportunity to appear 
before the Douglas Committee. He saw no reason for his requesting to 
appear. He had wanted to appear before the Ethical Practices Com- 


mittee because “this is my home.” 


Cilento stated that when he was a trustee, he did not think it any 
of his business to know how much was received by the Local Union wel- 
fare representatives. He did state that he did expressly disapprove of 
those who received these special payments, but he had no recollection 
of the year or the circumstances of his statement. He admitted that 
he had taken no action whatever as a trustee to stop the payments. 
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Findings of Ethical Practices Committee 


The AFL-CIO Constitution provides that a fundamental objective and 
principle of the Federation is that it must be and remain “free from 
any and all corrupt influences.” The Executive Council is authorized by 
the Constitution to take certain action when “any affiliate is dominated, 
controlled or substantially influenced in the conduct of its affairs by any 
corrupt influence.” The duty and responsibility of the Committee on 
Ethical Practices is “to assist the Executive Council in carrying out 
the constitutional determination of the Federation to keep the Federa- 
tion free from any taint of corruption.” 


The Ethical Practices Committee is not satisfied that the Distillery, 
Rectifying, Wine Workers International Union meets this standard. The 
committee reaches this conclusion because it believes that corrupt con- 
duct has been proved and has not been adequately cleaned up by the 
International Union, without any adequate justification therefore. 


The corruption is most evident in the variance between the AFL- 
CIO guides for the administration of health and welfare funds, and the 
administration of the Social Security Fund of this Union. There are no 
denials whatever for the facts that Union officials received compensation 
for their work in connection with the fund, in addition to their regular 
full-time salaries. This included payments to the three Union trustees, 
and to a number of Local Union “welfare representatives” who also 
drew Union salaries. This particular violation was obviously deliberate. 
When an employer trustee questioned the payments in view of the then 
AFL standards, President O’Neill declared that President Meany had 
changed his views. There is no other explanation possible for this but 
deliberate misrepresentation for the sole purpose of keeping these pay- 
ments in effect. 


We are satisfied also that there was no weighing of alternatives in 
the establishment of the plan and the selection of the initial insurance 
carrier. The proof seems conclusive that the particular carrier was 
chosen and was continued because of the extraordinarily high (10%) 
commission payments it was willing to make, in addition to other con- 
cessions; and that the particular insurance agent and consultant was 
chosen and was continued in his position because of his willingness to 
make payments or kickbacks to particular individuals including one Union 
official. 


The charges just referred to have been denied. The Committee does 
not credit these denials. The denials were not made under oath and were 
of course not made before any public body which had any subpoena or 
other powers to compel witnesses to appear and records to be produced 
for the checking of the testimony. The documentation which appears 
in the hearings of the Senate Subcommittee more than controverts the 
unsupported denials. Neither Cilento nor President O’Neill nor any other 
Union official made any effort to appear before the Committee to con- 
test the very serious charges which had been made. This conduct seems 
inconsistent with a genuine belief in their own innocence or a decent 
regard for their own reputations or that of their Union. 


In addition, there were other ways in which the administration of 
this Fund did not accord with AFL-CIO standards. The payments to 
Local “welfare representatives” were not so much related to the work 
which had to be done, as to the personal and political preferences of 
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Union President O’Neill. There was no requirement that funds not 
actually expended be maintained for the benefit of the membership. They 
were retained and reported as personal income. Those selected to be 
Local representatives served at the sufferance of President O’Neill. 
They included his two sons, and also the son of a prominent Local Union 
official. 


The Committee notes that nothing on this record shows any abuses 
in the internal management of the fund. The Committee has not con- 
ducted any independent investigation or inquiry into these matters. 


The Committee is aware that many of the specific abuses noted 
above have apparently been terminated. Prior to these hearings, Saper- 
stein had been removed as insurance agent, and the commissions were 
sharply reduced and ultimately disappeared when the Fund went on a 
self-insured basis in October 1955. The kickbacks have of course been 
stopped, the principal participants exposed have been indicted, and have 
either already been convicted or will shortly stand trial. Since the 
hearing, the Committee has been informed that, effective January 1, 1957, 
all trustees of the Fund would waive their compensation, and the sys- 
tem of payments to Local welfare representatives would be discontinued. 


The Committee concludes, however, that the Union has not done 
enough to clean up its Social Security Fund. The abuses are so out- 
rageous that anyone occupying key positions with the Fund or with 
the Union must necessarily be suspect, at least of lacking the ability or 
the will to fulfill the responsibilities and duties of his office in the estab- 
lishment and enforcement of minimum ethical standards. The time in- 
volved is too long, six to eight years; the money involved is too great, 
hundreds of thousands of dollars; the number of abuses is too many, in- 
cluding high commissions, kickbacks, special payments, nepotism, failure 
to inquire about dividends and other aspects of the union welfare program, 
and lack of any effective check on union finances. It seems inexcusable 
that all those who were involved have not been replaced or disciplined, 
and that some independent and obviously well qualified administration 
of the Fund has not been obtained. 


Those Union officials who were involved in all this misconduct retain 
their offices and their employments with the single exception of Cilento, 
and he has lost only his International post and retains his powerful posi- 
tion in his Local. Indeed, the Manager of the Fund throughout this 
period, who by coincidence was Cilento’s nephew was rewarded with an 
increase in salary, more than doubling his original $13,000, when the 
Fund went on a self-insured basis. And the Counsel for the Fund, who 
by coincidence was the counsel for Cilento’s Local, received a similar 
boost. 


The Committee does not accept the explanations which have been 
offered for the retention and rewarding of these men. Likewise, the 
Committee cannot accept the explanations for failure of the Union to 
take more effective action against Cilento than obtaining his resignation 
as International Secretary-Treasurer. He retains his Union membership 
and his powerful Local Union office. The committee believes that some 
wholesale changes and thorough housecleaning was obviously in order. 
Instead of this, the Union dealt only with the part of the iceberg of cor- 
ruption that was visible to others’ eyes. 


464 


ae Pet). eae 
7 ee 
: 
e 
, 
ee 
. 
: 
|_| 
>. eee = YiiM 


Unfortunately, the Committee believes that there is no real under- 
standing on the part of this Union of the spirit of ethical union practices. 
There seems to be little or no realization of wrongful conduct and prac- 
tices requiring voluntary correction by the Union itself. Without the 
activities of District Attorney Hogan of New York County, Cilento would 
apparently still be in office. Without these hearings, the payments to 
Fund trustees and representatives would evidently still be continuing. 
The Union seems to have no appreciation of the whole concept that these 
are monies which are earmarked in trust for the benefit of union mem- 
bers, and that it is a moral wrong against union standards to divert them 
to any other use, particularly naked private gain. There has been 
no understanding of the whole thrust of the principles of the AFL-CIO, 
as evidenced in its very Constitution and the work of its officials, and 
to an even greater extent the work in the constituent unions, that the 
unions must themselves maintain constant vigilance in serving the inter- 
ests of their membership only. Each International Union has its own 
independent responsibility to stamp out corruption and maintain the 
most scrupulous standards of faithful service and utmost integrity. 


This Committee could not possibly accept the Union’s justification 
that it was postponing further action against Cilento, pending the out- 
come of the criminal proceedings against him. Guilt before a jury is 
simply a different question altogether from guilt under ethical standards. 
It certainly did not take the 1953 New York law to make acceptance of 
a bribe by a union official wrong—so wrong that the Union should itself 
take drastic action against the offender. A union official is entrusted 
with a high responsibility. He must provide union services to his mem- 
bership. He must see that their funds are not squandered. This is much 
more than a question of keeping inside the law, by a mile or by an 
inch. It goes to the integrity and good name of the Union involved 
and that of the entire labor movement. 


After all, the facts here do show, as was admitted at the hearing, 
that Cilento engaged in unethical practices contrary to trade union mor- 
ality. He served his own money profit. In addition to his wrongdoing 
in association with the Fund, he took money directly from the Union 
treasury. For all practical purposes, he admitted this when he made 
restitution of certain sums to the Union treasury. The Union maintains 
its right to demand more. If Cilento were to be acquitted on both of 
the indictments against him, would that make his conduct proper trade 
union conduct? Would that justify the Union in never proceeding 
against him further? 


There is a marked contrast between the Union’s sitting back and 
waiting for regular legal procedure to take care of Cilento, and its evi- 
dent reluctance to cooperate with the investigations conducted by public 
officials. Quite the contrary, it has impeded the investigations of District 
Attorney Hogan. Although the books of the Fund were made available, 
the Union’s books and records were removed to Chicago, and then were 
looted and removed in an episode which is difficult to take seriously. 
Further, President O’Neill has refused and is refusing to appear before 
the New York Grand Jury. 


This Committee is not taking the position that Union officials should 
make themselves and their Union records available to public prosecutors, 
under all circumstances. There may very well be some public officials 
who have a record which is so definitely anti-labor, or is otherwise so 
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questionable, that Union officials are amply justified in resorting to every 
protection afforded by the law to keep their Union inviolate. But there 
is nothing on this record which would lead us to the conclusion that 
District Attorney Hogan falls into any such category. In our opinion, the 
Union’s failure to cooperate with his investigation can only lead to un- 
fortunate and unfavorable conclusions. 


The Union cannot justify refusal to act by blaming others any more 
than by waiting for the action of others. The employer trustees, insur- 
ance company officers, public officials in Insurance Departments, Saper- 
stein and others, may or may not clearly be negligent or guilty of cor- 
ruption. Cilento or other individual Union officials may have been suc- 
cessful in keeping a portion of their activities beyond discovery by legiti- 
mate Union methods and responsibilities. All that is irrelevant to what 
the Union could and should have done, had it lived according to even 
minimum Union ethical standards on corruption. The whole point is that 
the Union had an independent obligation to its own membership, to 
maintain its own integrity. Apart from anything done by outsiders, the 
Union should have been zealous to maintain its freedom from corruption 
and implacable in detecting any acts of corruption and punishing the 
offenders. 


All these matters really involve no subtleties or sophistication. They 
involved only the application of a simple, every-day sense of duty and 
honesty. Whatever words may be used, the ultimate fact is that money 
was taken for personal enrichment which should have been used only 
for the general benefit of the Union membership. 


The consistent attitude of this Union is that it has to be subjected 
to outside pressure before taking any action in this area. At the hearing 
before this Committee, for example, there were many pledges of coop- 
eration with anything the Committee might recommend, but no ideas 
were volunteered. The Union has assumed no real initiative in unearth- 
ing and in correcting abuses. It is even now offering explanations for not 
taking obvious next steps. It has no proposals for eliminating all traces 
of the past corruption and no programs for insuring that AFL-CIO 
standards will be rigorously maintained in the future. 


Conclusion 


For the reasons set forth in this Report, the Ethical Practices Com- 
mittee concludes that the Distillery Workers’ Union does not meet the 
standards for ethical union practices set forth in the AFL-CIO Con- 


stitution. 
Respectfully submitted, 
Albert J. Hayes, Chairman 
George M. Harrison 
Joseph Curran 
David Dubinsky 
Jacob S. Potofsky 


January 28, 1957 
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Resolution by Executive Council 


on 
Distillery, Rectifying and Wine Workers’ 


International Union 
Miami Beach, Florida, February 5, 1957 


Moved and seconded that the Distillery, Rectifying and Wine Work- 
ers International Union, having been found to be in violation of Article 
VIII, Section 7 of the AFL-CIO Constitution, as being dominated, con- 
trolled and substantially influenced by corrupt influences is hereby ordered 
and directed to eliminate these corrupt influences and to correct the 
abuses set forth in the Report of the Ethical Practices Committee; and in 
addition, to eliminate from holding any position or office, either ap- 
pointed or elective, in either the International Union or in any of its 
subordinate bodies, those who tolerated or are responsible for these 
abuses; further the Executive Council directs the International Union 
to fully and completely comply with these orders and directives to the 
satisfaction of the Executive Council within 90 days or stand suspended 
and face expulsion from the AFL-CIO. 


Statement by Executive Council 


May 23, 1957 


The Executive Council at its February meeting approved the report 
of the Ethical Practices Committee relating to the Laundry Workers’ 
International Union, the Distillery Workers’ International Union and the 
Allied Industrial Workers’ Union and directed each of these unions to 
clean house on penalty of suspension or expulsion from the AFL-CIO. 


At this meeting of the Council, the officers of these unions reported 
to the Council the steps taken by these organizations to comply with the 
directives of the Executive Council. ... 


The Executive Council notes the actions taken by the Distillery 
Workers International Union and the Allied Industrial Workers Union 
as partially correcting the abuses reported by the Ethical Practices Com- 
mittee. 


The Executive Council is not satisfied that the Distillery Workers 
and the Allied Industrial Workers have fully complied with the Coun- 
cil’s directives and have satisfactorily cleaned house. ... 


The Executive Council further directs that the Distillery Workers 
International Union and the Allied Industrial Workers Union shall stand 
suspended from the AFL-CIO unless these organizations agree forth- 
with to be placed under probation status in the AFL-CIO for a period 
of one year and further agree that the President of the AFL-CIO shall 
appoint a Special Representative to inspect the operations of each of 
these organizations during this period and to report to each meeting 
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of the Executive Council the further actions taken to insure full com- 
pliance with the report of the Ethical Practices Committee and the 
directives of the Executive Council. 


Distillery Union on Probation 


AFL-CIO President George Meany today announced that two unions, 
the Distillery Workers and the Allied Industrial Workers, had been placed 
on probation for one year. 


The action followed acceptance of the probation status by both 
unions, who further agreed to the appointment of an AFL-CIO repre- 
sentative by Meany to “monitor” their operations for a one-year period. 
The actions had been directed by the AFL-CIO Executive Council on 
May 23. Meany named his assistant, Peter M. McGavin, to serve as 
the special representative. .. . 


—AFL-CIO News Release, May 30, 1957. 
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Ethical Practices Committee Interim Report 
on 
The International Brotherhood of Teamsters, 


Chauffeurs, Warehousemen and Helpers 


of America 
Chicago, Illinois, August 13, 1957 


On March 29, 1957, the Executive Council found that there is reason 
to believe that the International Brotherhood of Teamsters, Chauffeurs, 
Warehousemen and Helpers of America is dominated, controlled or sub- 
stantially influenced in the conduct of its affairs by corrupt influences, 
and directed the Ethical Practices Committee to conduct an investigation. 


The Committee then proceeded to undertake, and has been conduct- 
ing a formal investigation in accordance with the AFL-CIO Constitution 
and the Resolution of the AFL-CIO Executive Council governing pro- 
cedures. 


A hearing in connection with this investigation was held by the 
Ethical Practices Committee on May 6, 1957, at the Headquarters of 
the AFL-CIO, 815 Sixteenth Street, N.W., Washington, D. C. At this 
hearing the Teamsters Union was served with a report prepared by the 
staff of the Ethical Practices Committee summarizing the principal 
data and materials then available which were deemed relevant to the 
Committee’s investigation. A further hearing was scheduled for May 
24, 1957. 


Pursuant to the request of the Teamsters Union the May 24 hearing 
was postponed by the Committee and the hearing was rescheduled for 
August 1, 1957. On July 24, 1957, the Teamsters Union was served with 
a supplemental report, also prepared by the staff of the Ethical Practices 
Committee, summarizing additional data and materials which had become 
available subsequent to the initial report and which were also deemed 
relevant to the Committee’s investigation. 


Prior to the August 1 hearing the Teamsters Union requested another 
postponement, and it was advised by the Chairman of the Committee 
that its request would be submitted to the Committee at the August 1 
hearing. The Ethical Practices Committee held the hearing as scheduled 
on August 1, 1957. No representative of the Teamsters Union appeared 
at this hearing. Certain correspondence and the supplement to the 
staff report were placed in the record, and the Committee voted to set 
August 28, 1957, as the date for its final hearing. 


The Teamsters Union was notified on August 5, 1957, of the time 
and place of the final hearing with which the Committee will conclude 
its investigation. The Committee then will prepare and file with the 
Executive Council its report in this matter. 
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Report of Ethical Practices Committee 
on 
International Brotherhood of Teamsters, 
Chauffeurs, Warehousemen and Helpers 
of America 


September 16, 1957 


On March 29, 1957, the AFL-CIO Executive Council directed this 
Committee to conduct a formal investigation as to whether the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America “is dominated, controlled or substantially influenced 
in the conduct of its affairs by corrupt influences.” On that same date, 
AFL-CIO President George Meany telegraphed Teamster President Dave 
Beck advising him of this action. On April 2, 1957, this Committee’s 
Chairman, Mr. Hayes, advised the Union in writing that the Committee 
was proceeding with the investigation, that the Union could request a 
hearing, and that the hearing, if requested, would be held on May 6, 1957. 
On April 30, 1957, after an exchange of correspondence, President Beck 
advised Chairman Hayes that while the Union would not request a hear- 
ing, nevertheless the Union Executive Board “will attend your meeting 
on May 6 to determine if our rights . .. will be accorded recognition by 
your Committee, and without prejudice to such rights.” 


The Hearings 


Present at the May 6 meeting of the Committee were Chairman 
Hayes and Vice Presidents David Dubinsky, Jacob Potofsky, George M. 
Harrison, and Joseph Curran, Committee members. Also present were: 
Special Counsel Arthur J. Goldberg and Counsel David E. Feller and 
Thomas E. Harris. 


Present for the Union were: Dave Beck, President; John F. English, 
General Secretary-Treasurer; D. J. Murphy, First Vice President; John 
J. Conlin, Second Vice President; Sidney L. Brennan, Third Vice Presi- 
dent; John T. O’Brien, Fourth Vice President; Thomas L. Hickey, Sixth 
Vice President; William A. Lee, Seventh Vice President; Joseph J. Diviny, 
Eighth Vice President; James R. Hoffa, Ninth Vice President; Einar 
Mohn, Tenth Vice President; Harry Tevis, Eleventh Vice President; Ger- 
ald Treanor, Pavid Previant, Edward Davis, and John Wylie, Counsel 
for the Union. 

At the outset of the hearing, Chairman Hayes made an opening 
statement setting forth the nature and the purposes of the hearing, 
stating: 

“The fundamental document governing our procedure is, of 
course, the Constitution of the AFL-CIO. That Constitution provides 
in Article II that one of the fundamental objectives and principles of 
the Federation is the protection of the labor movement from any and 
ali corrupt influences and from the undermining efforts of Commu- 
nist agencies and all others who are opposed to the basic principles 
of our democracy and free and democratic unions. 
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“Article VIII of the Constitution reiterates the basic principle 
of the Federation that it must be and remain free from any and all 
corrupt influences, and authorizes the Executive Council to conduct 
investigations either directly or through an appropriate committee 
into any situation in which there is reason to believe that an affiliate 
is dominated, controlled or substantially influenced in the conduct of 
its affairs by any corrupt influence. 


“Article XIII of the Constitution specifically establishes the 
Committee on Ethical Practices, and declares that the Committee 
shall be vested with the duty and responsibility to assist the Executive 
Council in carrying out the constitutional determination of the Fed- 
eration to be free from any taint of corruption or communism. 


“These constitutional provisions have been implemented by both 
Convention and Executive Council action. At the first Constitutional 
Convention in December 1955, the AFL-CIO unanimously adopted a 
resolution on Ethical Practices which recognized that by adopting 
the Constitution, the AFL-CIO had clearly accepted the responsibility 
for keeping its own house in order and to protect the labor movement 
from any and all corrupt influences. The Convention called upon all 
of the affiliated national and international unions to take whatever 
steps are necessary within their own organizations to effect the poli- 
cies and ethical standards set forth in the Constitution of the AFL- 
cIO. 

“Thereafter the Executive Council in June 1956 unanimously 
adopted a resolution on procedures with respect to the Ethical Prac- 
tices Committee. This resolution vested in the Committee the author- 
ity of the Executive Council to conduct investigations in accordance 
with the Constitution on behaif of the Council into any situation in 
which there was reason to believe that an affiliate is dominated, con- 
trolled or substantially influenced in the conduct of its affairs by a 
corrupt influence. 


Subsequently, and in accordance with another resolution of the 
Executive Council, the Committee formulated certain codes of ethical 
practices which set forth rules exemplifying with respect to specific 
subject matters the basic constitutional principles of trade union 
morality contained in the AFL-CIO Constitution. The investigation 
of which this hearing is part was begun in accordance with these basic 
mandates of the Constitution and Convention and the procedures pre- 
scribed by the Executive Council.” 


Chairman Hayes made it clear that the Committee had not prejudged 
the case. 

“Published materials raised a serious question as to whether 
there have been violations of the standard of trade union ethics 
prescribed by the AFL-CIO Constitution, in a manner in which the 
affairs of this Union were conducted. On the basis of these materials, 
the Executive Council noted that a sufficient question existed to call 
for an investigation under the terms of the AFL-CIO Constitution, 
and directed us—this Committee—to conduct that investigation. 


“We intend to conduct that investigation with due deference to 
the rights of all of the parties involved so that we may, with fairness 
but at the same time with promptness, fulfill the duty with which we 
are charged of making a report to the Executive Council.” 
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Chairman Hayes went on to say: 


“This is not a trial. This is a trade union hearing. Our proce- 
dures are flexible and informal. None of the members of the Execu- 
tive Council are lawyers or judges, and formal or technical rules of 
evidence will not be employed to limit the presentation of facts. 


“On the other hand, we recognize that the Teamsters Union 
may feel that it would like to be represented by counsel and it is 
entitled to have such representation if it so desires... . 


“As has been the case in the other investigations which this 
Committee had conducted, the Teamsters Union will be given full 
and adequate notice of all the matters under investigation by this 
Committee. The nature of the matters which we are concerned with 
today, of course, are not news to anybody. They are matters of pub- 
lic record, which I understand have already been the subject of 
deliberations in the Executive Board of the Teamsters Union. The 
staff of the Committee has prepared a brief outline summarizing 
the principal elements in the published materials which will be dis- 
tributed to the representatives of the Teamsters Union in attendance 
here. 


“You will be given full and adequate opportunity to respond 
to those materials. If you feel it necessary or desirable, you will 
be given time to supply in writing any additional material which 
is pertinent. If any other matter should develop in the course of 
the investigation which the Committee believes should be gone into, 
notice will be given of our intention to investigate those matters and 
you will be allowed adequate time to respond. 


“After the Committee has concluded its investigation we will 
prepare a report for submission to the Executive Council. As in the 
ease of the other investigations which this Committee has con- 
ducted, copies of that report will be given to the Teamsters Union 
well in advance of its consideration by the Executive Council. The 
Union will be given full opportunity to prepare a response or objec- 
tions to the Committee’s report. If the Union objects to it in whole 
or in part, it will be given full opportunity for a hearing before the 
Executive Council itself with respect to any of the matters involved 
in the report. 


“It is our hope that this investigation can be a cooperative en- 
deavor rather than an adverse proceeding. Each member of the Com- 
mittee, you may be assured, is anxious only to develop the full facts 
and we earnestly solicit the cooperation of all parties in an effort to 
sit down as fellow trade unionists and in an atmosphere of free and 
full disclosure examine into the entire situation. 


“... If because of the nature of the matters involved the repre- 
sentatives of the Teamsters Union feel it more desirable to proceed 
without a formal record, this certainly will be in order and we will 
dispense with the services of the report.” 


President Beck thereupon read a prepared statement to the Com- 
mittee advising it that the Union was “not here requesting a hearing” 
but solely requesting the particulars to be investigated. He denied that 
the Union was dominated or controlled by corrupt influences. He con- 
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cluded by stating that Section 11 of Article II of the AFL-CIO con- 
stitution was designed to protect “the long-established and pre-existing 
autonomy of each affiliated international union. ... We intend to preserve 
that autonomy.” 


Chairman Hayes thereupon advised the Union that the Committee 
had directed its staff to prepare a report setting forth in detail the mat- 
ters which concerned the Committee. He directed that this Staff Report 
be read into the record and copies were given to the Union. This Staff 
Report, which will be discussed in detail below, was based solely on pub- 
lished materials, principally the transcript of hearings before the Senate 
Select Committee on Improper Activities in the Labor or Management 
Field, reports in the New York Times and other newspapers, and the 
transcript of President Beck’s television broadcast of March 17, 1957. The 
Staff Report presented the evidence concerning the following charges 
against the Union and its officers: 


(1) The use of Union funds for personal purposes by President Beck 
and by Vice President Frank Brewster. 


(2) The use of official Union position for personal profit and advan- 
tage by President Beck and Vice President Brewster. 


(3) Improper activities relating to health and welfare funds by Vice 
President Brewster. 


(4) Failure to take action with regard to responsible Union officials 
who had engaged in corrupt activities offensive to trade union 
morality. 


(5) The failure of the Union to investigate whether President Beck 
had invoked the Fifth Amendment to conceal personal corruption 
with respect to the handling of Union funds. 


After the report was read into the record, President Beck asked that 
time be given the Union to consider the charges and to state the Union’s 
position as to these charges. This continuance was granted. Chairman 
Hayes asked President Beck if the request for a continuance indicated 
that the Union would or might request a hearing at a later date. Presi- 
dent Beck replied, “No, we will not request a hearing. There is no thought 
in our mind of requesting any hearing at all. We have emphasized that 
emphatically.” President Beck was advised that the Committee would 
meet again on May 24, 1957, and that if the Union desired still more time 
it would be given. 


On May 22, President Beck wrote Chairman Hayes advising him that 
the Union would be unable to make its position known by May 24, 1957, 
and requested that more time be allotted. On May 23, Chairman Hayes 
advised the Union that the matter would again be continued to a later 
date. On July 18, 1957, Chairman Hayes advised President Beck and 
the Union by telegram and by letter that the Committee was to consider 
the Teamsters matter on August 1, 1957. He pointed out that the Com- 
mittee had not yet been advised of the Union’s position as had been prom- 
ised at the May 24 meeting. On July 24, 1957, President Beck and the 
Union were sent copies of the first Supplement to the Staff Report which 
had been completed on that date. This Supplement, which will be dis- 
cussed in detail below, was based on further hearings before the Senate 
Committee concerning the Teamsters Union and its officers and pre- 
sented additional evidence as to the following charges: 
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(1) The use of Union funds for personal purposes by President Beck. 


(2) The use of official Union position for personal profit and advan- 
tage by President Beck. 


(3) Improper activities relating to health and welfare funds. 


On July 24, the Union telegraphed the Committee that the Union’s Gen- 
eral Executive Board would be meeting on August 5 to formulate a reply 
to the Committee and requested a further postponement. On July 25, 
Chairman Hayes telegraphed the Union that he would present the request 
for further postponement to the Committee at its meeting on August 1 
and urged representatives of the Teamsters Union to be present at the 
meeting. On July 30, President Beck wrote Chairman Hayes, again re- 
questing a further postponement. On August 1, the Committee held its 
meeting and the First Supplement to the Staff Report was read into the 
record. Chairman Hayes stated that since the Union had requested a 
further continuance and since no representatives of the Union were pres- 
ent at the meeting the Committee would continue its investigation to 
August 28, 1957 “for a final hearing in which the Teamsters Union will 
be given another opportunity to present any matters they feel pertinent 
in this case.” On August 5, Chairman Hayes notified the Union of this 
action. At the request of the Union and after an exchange of correspond- 
ence, the date for the final hearing was further postponed to September 
5, 1957. On August 27, copies of Supplement No. 2 to the Staff Report 
were delivered to the Union. Supplement No. 2, which will be discussed 
in detail below, was based primarily on further hearings held before the 
Senate Committee which were concluded on August 23. This Supplement 
presented further evidence as to the failure of the Union to take action 
with regard to Teamster officials who had engaged in corrupt activities 
offensive to trade union morality, as well as the failure to investigate 
whether other Teamster officials had invoked the Fifth Amendment to 
conceal personal corruption in the conduct of Union affairs. In addition, 
Supplement No. 2 presented evidence as to the following charges: 


(1) The Teamster Union’s failure to comply with the provisions 
of the AFL-CIO Ethical Practices Code No. 1, with respect to 
local union charters. 


(2) Improper activities relating to health and welfare funds by 
Vice President Hoffa. 


(3) The use of official Union position for personal profit and ad- 
vantage by Vice President Hoffa. 


(4) The use of Union funds for personal purposes by Vice Presi- 
dent Hoffa. 


-(5) The alleged relationship between Vice President Hoffa and 
notorious labor racketeers. 


The final hearing in this matter was held on September 5, 1957. All 
of the Committee members were present, as was Special Counsel Gold- 
berg. All of the Union officers who were at the May 6 meeting were 
present at this meeting, with the exception of Vice Presidents Conlin and 
Mohn. Chairman Hayes reviewed the previous proceedings in this mat- 
ter and advised the union that “This is your opportunity to be heard 
regarding all of the matters which are covered in the three Staff Reports 
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which have been furnished to your organization through your accredited 
representatives.” 


President Beck then announced the position of the Union in a state- 
ment which we include in its entirety: 


I will now make a statement on behalf of the General Execu- 
tive Board of the International Brotherhood of Teamsters, Chauf- 
feurs, Warehousemen and Helpers of America. 


We have now had an opportunity to examine the Staff Report 
of the Committee on Ethical Practices and its Supplement No. 1, 
in consultation with our attorneys, for the purpose of ascertaining 
our position with respect thereto. Our observations are as follows: 


The Staff Report and its Supplement deal principally with mat- 
ters involving certain individuals and local situations. Practically 
all of that information, as the staff acknowledges, was gathered 
from sources which have not been subject to the tests of cross- 
examination and are hearsay or secondary in origin. The staff 
did not attempt to resolve conflicts in testimony nor does it accept 
either the testimony or inferences as necessarily true. Without 
attempting to summarize the allegations, it appears that none of 
them are of such magnitude as to support a belief that the Inter- 
national Brotherhood of Teamsters, as an entity, is ‘dominated, con- 
trolled or substantially influenced in the conduct of its affairs by 
any corrupt influence.’ 


This International Union is an organization comprised of more 
than 800 local unions, more than 5,000 local officers, and over 
1,400,000 members. Accordingly, no group of individuals can so 
dominate its affairs as to justify the conclusions of the staff. 


The International Union will not take any action which would 
prejudice the rights of any individual under the Constitution and 
Laws of the United States or of any state. Particularly where an 
individual has exercised his right under the Fifth Amendment, not 
to be a witness against himself, it would make a mockery of such 
right if the International Union, or any other body, were to require 
such individual to make answer to the same matters concerning 
which he invoked his constitutional guaranty. However, after a final 
judicial or administrative determination has been made of the mat- 
ters concerning which the privilege has been invoked, then no 
prejudice can result to the individual from any requirement im- 
posed by the International Union, where investigative action is taken. 


Where criminal investigations or charges are pending against 
any individual, the International Union will take no action that 
might prejudice the rights of such individual. Any action will be 
deferred until a final administrative or judicial determination has 
been made. 


With respect to the comments contained in the two preceding 
paragraphs, the responsible officers of the International union re- 
serve the right to consider each particular case in the light of their 
primary duty and responsibility to the Union and its members. 


In isolated cases where there has been a final judicial deter- 
mination, that fact in itself does not justify the conclusion that 
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the International Union is dominated by corrupt influences. The 
General Convention can deal with such cases without prejudice to 
the individuals involved. 


The International Union has appointed a Committee to revise 
and amend its Constitution. This Committee will recommend to the 
Convention the adoption of a Constitution in conformity with pres- 
ent day needs and the principles of good trade unionism. In addi- 
tion, the recommended amendments to the Constitution relating to 
Charges, Trials and Appeals will provide a more effective machinery 
for the handling of cases and will strengthen the Union by broaden- 
ing the influence of the rank and file members of the Union on 
the actions of its responsible officials. The adoption of the recom- 
mended amendments to the Constitution will provide an expeditious 
and effective method for disposing of the local situations referred 
to in the Staff Report. 


Finally, you are hereby notified that because of the close prox- 
imity of the International Convention, we conclude that the entire 
subject matter contained in the Staff Report and its supplements 
should be presented to the Convention. 


That constitutes the reply to the Committee. 


President Beck then made special reference to Supplement No. 2 to 
the Staff Report. He stated that the Union Executive Board had not 
yet considered Supplement No. 2 but that since the major part of the 
report dealt with Vice President Hoffa, the Board had authorized Mr. 
Hoffa to make a statement with respect to Supplement No. 2. Mr. 
Hoffa’s statement will be discussed in detail subsequently in this report. 


Chairman Hayes made the position of the AFL-CIO very clear, 
stating that under the Constitution the AFL-CIO necessarily had an 
interest in the affairs of any of its affiliates where charges had been 
made that the affiliate is dominated by corrupt influences. He pointed 
out that it was through this Committee’s hearing that the affiliate had 
an opportunity to make answer to these charges, “to make any com- 
ment, present any testimony or evidence that you may desire to make in 
connection with any of the matters covered” in the Staff Report and its 
Supplements. 


President Beck’s response to this was that the Teamsters Union 
would act in accordance with its own constitution and that there was 
no authority vested in the Union Executive Board to “interfere with 
the constitutional rights granted to its individual members and officers.” 
President Beck declared that since various investigative bodies were 
pursuing individuals and since there could be no assurance that anything 
said at the Committee hearing would not be subject to subpoena by some 
governmental agency it was the Union’s position that they were pro- 
hibited from discussing any of the matters under review by the Com- 
mittee. 


That the Teamsters Union flatly refused to participate in the investi- 
gation or make answers to any of the matters raised by the Staff Reports 
is conclusively shown by the following colloquy: 


“SPECIAL COUNSEL GOLDBERG: President Beck, when 
you said the Teamsters’ case is closed as of the present moment, am 
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I correct in assuming that you mean by that that you don’t feel 
it appropriate at this time to submit to any interrogation either 
about your statement or the allegations? 


“MR. BECK: I have no authorization to do that because the 
Board voted unanimously to file this written communication that 
I brought to you, and that closed it as far as the authority from 
the Board is concerned. So I couldn’t do that. 


“. . . SPECIAL COUNSEL GOLDBERG: I just wanted the 
record clear on that. Our practice has been .. . to try and conduct 
interrogation of the parties on various items that are set forth 
in the staff report and try to bring out facts—I hope bring out the 
facts on both sides—and permit the parties to ask questions. Now, 
as I understand what you are saying, you are saying that as of the 
present decision of the Teamsters Board you do not feel that would be 
appropriate under the decision? 


“MR. BECK: That’s right, and we pointed out the reasons 
why because of subpoena and other constitutional questions and 
the right of our oral testimony to be subpoenaed.” 


We exceedingly regret that the Union has chosen this course of 
refusing to participate in our efforts to find the facts. We acutely 
recognize that it is no light matter to find the leadership of America’s 
largest trade union guilty of corruption and unethical conduct. This 
Committee would have desired nothing more than satisfactory answers 
and explanations by the Union and its officers of the matters under 
investigation. The public interest and the cause of organized labor would 
have been greatly served had the Union and its officers faced up to its 
responsibilities. 


However, the refusal of the Union and its officers to cooperate can- 
not be permitted to thwart the clearly stated determination of organized 
labor to keep its house clean of all corrupt influences. That determination, 
as expressed in the AFL-CIO Constitution, policy resolutions, and 
various AFL-CIO Executive Council actions, requires this Committee 
to make its report on the evidence available to it. 


The evidence as summarized in the Staff Report and its Supplements 
consists of testimony given in public hearings before Senate Committees, 
in public statements made by Teamster officials such as President Beck’s 
interview, and in newspaper accounts of events as they occurred. In 
evaluating this material, we have not resolved doubts against the Union 
or its officers; rather we have taken the evidence in the light most 
favorable to the Union and its officers and have indulged in every per- 
missible inference in their favor. In other words, the Union and its 
officers are not being punished for their failure to cooperate with this 
Committee; despite that failure, the Committee will not rely on unsub- 
stantiated charges, even if unanswered. But the Union’s refusal to make 
answer or explanation, leaves unrefuted substantial derogatory evidence. 
We turn, then, to the evidence on which we make our findings. 


The Findings 
(1) The Use of Union Funds for Personal Purposes. 


We find that President Beck, Vice President Brewster, and Vice 
President Hoffa extensively used Union funds for personal purposes. 
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(a) President Beck. 


President Beck, by his own admissions in a national television inter- 
view on March 17, 1957, and as was made clear in detail by the evidence 
presented to the Senate Committee, used at least $370,000 in Union funds 
for personal purposes. The only controversy is as to whether these funds 
were loaned to Beck or taken by him without an intent to repay. 


The funds in question belonged to the Western Conference of 
Teamsters and to the Joint Council 28 Building Association. Both of 
these entities are subordinate bodies of the Teamsters Union. The money 
was used without interest and without notes being signed. 


During the period 1946-1953, Union funds were diverted in various 
ways to Beck’s personal use. The principal method by which this was 
done was simply by paying, with Union checks, bills owed by Mr. Beck. 
Approximately $196,516 was thus used to pay Mr. John Lindsay, a 
contractor, for work done on Mr. Beck’s home and on homes on Beck’s 
property. (A possible offset against this amount was the work which 
Lindsay did for the Western Conference itself, said by Vice President 
Brewster to be in the neighborhood of $35,000.) Another $85,000 was 
transmitted to Mr. Nathan Shefferman, with which he paid personal 
bills of Mr. Beck, his son, Dave Beck, Jr., and others. 


Finally, some $40,800 was withdrawn directly in cash by Beck or 
used to pay Beck’s personal loans. 


The evidence clearly shows that at least $147,500 was taken from 
Western Conference funds and at least $169,000 from Joint Council 28 
funds. In addition, $15,375 of Union funds was used to pay the salary 
of one Stewart O. Krieger, who spent virtually full time on the affairs 
of the K. & L. Distributing Company, a beer and liquor enterprise in 
which Beck was interested. The total approximates $332,000. 


As was stated in Supplement No. 1, President Beck entered into an 
“accord and satisfaction” agreement with these Teamster entities on 
July 7, 1954 by which he repaid $270,000. In May, 1957 Beck repaid an 
additional $100,000. This brings the total to at least $370,000. While Beck 
stated in his nation-wide television broadcast that the money used by him 
was “borrowed” from the Union, we find substantial evidence to the 
contrary. First, there is the fact that no notes or other evidence of indebt- 
edness existed. Vice President Brewster testified before the Senate Com- 
mittee that he knew of no “loans” to Beck, although Brewster was 
Secretary-Treasurer of the Western Conference and presumably its chief 
financial officer. Beck wrote a letter in December, 1954 to the Western 
Conference in which he acknowledged that “the records of each of us 
were not in sufficient detail to, among other things, adequately determine 
the éxact amounts due from me to you as of December 31, 1953, and that 
the sum of $200,000 was the best estimate that we could determine as of 
that date as to the amounts due from me to you.” (As indicated, this 
amount “agreed upon” was subsequently increased to $370,000.) “Loans” 
are not usually made without either supporting documents or book entries 
to reflect the transaction. Beck’s letter of December 1954 indicates that 
the amounts agreed upon were determined by review in retrospect, as 
though the obligation to repay was established long after the actual 
transfer of funds. As was developed before the Senate Committee, the 
Union records failed to reflect any money owed by Beck until January 1, 
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1954. Despite the fact that money had been “borrowed” from at least 
1946 on, there is evidence that even the first entry on the Union books 
was an after-thought in which the figures “25” were prefixed to the proper 
figure to show loans receivable of $257,422.89 instead of $7,422.89, which 
would have corresponded with the loans receivable (from persons other 
than Beck) as shown on the books at the close of the previous year. 


The bookkeeper for the Western Conference did not know that the 
money taken by Beck was to be treated as loans. Beck’s persunal bills 
were paid in a manner that made them undistinguishable from bills 
properly chargeable to the Union. Beck submitted personal financial 
statements in 1951 and 1952 to various lending institutions which did not 
reflect any “loans” outstanding. Various records of the Western Confer- 
ence and the Joint Council 28 Building Association for the period in 
question have mysteriously disappeared. 


While the invocation of the privilege against self-incrimination by 
President Beck will be dealt with subsequently, we point out that to all 
this evidence as presented to the Senate Committee President Beck 
invoked the Fifth Amendment. As to all of this same evidence contained 
in the Staff Report and Supplement No. 1, as it affected him and the 
1,400,000 Teamster Union members whose organization he heads, Presi- 
dent Beck refused to answer or explain to this Committee. 


We conclude that President Beck used Union funds as if they were his 
private funds, that no records were kept of the transactions and no 
instruments of indebtedness were signed by him, and that all of the 
evidence indicates that there was initially no intention to repay. We are 
unable to determine what amount of Union funds, if any, have not yet 
been repaid to the Union. It is clear, however, that President Beck’s use 
of these funds was in complete and utter disregard of the duties he had as 
trustee for the funds of 1,400,000 members of the Teamsters Union. 


(b) Vice President Brewster. 


Vice President Brewster did not attend any of this Committee’s hear- 
ings, although he testified fully before the Senate Committee. His testi- 
mony and related testimony make it clear that Union funds were used for 
his personal purposes. Thus, Teamster funds were used for his personal 
purposes. Thus, Teamster funds were used by Brewster for down-payment 
on a home. Teamster funds were used to pay travel expenses and hotel 
bills for Brewster’s horse racing trainer, the trainer’s son, Brewster’s 
jockey and another of Brewster’s stable employees. Teamster funds paid 
for clothing for some of these men, for an automobile for the girl friend 
of one of Brewster’s employees, for repairs on Brewster’s horse van, for 
clothing for Brewster and for a gift certificate which Brewster gave as a 
personal gift. Most of this money came from Seattle Local 174 of the 
Teamsters Union; some of the funds came from the Western Conference 
of Teamsters. Brewster conceded that Union funds had been devoted to 
his own use and that he was obligated to reimburse the Union but urged 
that he always intended to repay these monies. What casts doubt on this 
intention to repay is the fact that Brewster on other occasions did borrow 
money from various Union funds but in such cases signed notes and paid 
interest. As of December 31, 1956, Brewster stated that he owed $77,650 
to the Western Conference; in February 1957 he had given to the Western 
Conference a deed to all his property as collateral for these loans. He also 
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stated that he owed $10,000 to the Teamsters Staff Pension Fund and 
$1,100 to Joint Council 28. As to the individual items which we have 
detailed, however, there were no notes and no record entries showing that 
these Union funds had been borrowed by Brewster rather than taken by 
him. The Senate Committee’s examination of the records of Local 174 
found over $100,000 of checks signed by Brewster or by one other local 
officer for which no accounting was possible. At the end of his testimony, 
Brewster promised the Senate Committee that he would hire an auditor at 
his own expense to determine the amount which he should repay the 
Union. 


We conclude that Brewster treated Union funds in exactly the same 
manner as President Beck, his superior officer, and that the only difference 
between the two situations is in the amount of money involved. 


(c) Vice President Hoffa. 


Supplement No. 2 summarizes Vice President Hoffa’s testimony before 
the Senate Committee as to the use of Union funds for personal purposes. 
Hoffa testified before the Senate Committee that he made three loans from 
Teamster Local 299 of which he is President: one of $5,000 in July 1955, 
one of $2,000 in May of 1956, and one of $6,000 in October 1956. Hoffa 
signed notes for these loans and all of them have been repaid, the last in 
February 1957. In addition, Hoffa borrowed $25,000 without notes, collat- 
eral or interest from Harold Mark, a Union auditor in 1955 or 1956. The 
auditor in turn had borrowed this money from Teamster Locals 299 and 
337, whose books he audited. Hoffa stated that since the auditor had 
security to put up with the Union and Hoffa didn’t, the transaction was 
handled in the circuitous manner described. Apparently the auditor 
borrowed additional monies from the Union over and above the $25,000 
which he lent to Hoffa. Hoffa defended these transactions in a formal 
statement to this Committee as follows: 


“The loans or advances which Hoffa withdrew from the Union 
treasury were authorized, secured and repaid. We know of no impro- 
priety, either in the law or the court, or in morals, in the business 
transaction which Mr. Hoffa had with Mr. Harold Mark, an 
accountant.” 


We hardly think that this can suffice as an explanation of the trans- 
actions questioned in Supplement No. 2. While we will treat subsequently 
with other financial transactions of Mr. Hoffa that raise even more serious 
questions, we conclude that Vice President Hoffa violated standards of 
ethical conduct in borrowing money directly and indirectly from local 
unions under his control. 


(2) Use of Official Union Position for Personal Profit and Advantage. 
We find that President Beck and Vice President Hoffa have used their 
official union positions for their own substantial personal profit and 


advantage. 


(a) President Beck. 


President Beck’s use of his official union position for the personal 
profit and advantage of himself, members of his family, and certain asso- 
ciates was calculated and systematic. The record before the Committee 
is replete with examples of the abuse of his powers as Chairman of the 
Western Conference of Teamsters and President of the International 
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Brotherhood of Teamsters and of his authority to control the use and 
investment of millions of dollars of the union’s funds to advance the 
private business interests of himself, members of his family, and asso- 
ciates. 


Since President Beck has refused to testify on these matters, the 
information before the Committee, which is summarized in the Staff 
Report and its Supplements, is in the main uncontradicted. President Beck 
has had full opportunity to explain or set forth his version of these 
matters and the justifications, if any, for his actions. But he has not 
availed himself of this opportunity. 


(i) Reference has already been made to the Accord and Satisfaction 
executed by President Beck on July 7, 1954, setting forth an indebtedness 
to the Western Conference of Teamsters and the Joint Council 28 Building 
Association amounting as of December 1953 to $200,000. The record shows 
that President Beck paid this sum in August 1954. 


In raising the funds with which to make this payment Beck took 
advantage of his position as President of the International Brotherhood 
of Teamsters to obtain a loan for $200,000 from the Fruehauf Trailer 
Company. The loan was not made directly by the Fruehauf Trailer Co., 
but that Company arranged with the Brown Equipment Company to 
advance the money. The willingness of the Fruehauf Trailer Company to 
accommodate President Beck in this matter is attributable in no small 
measure to the fact that the year before President Beck, as Chairman of 
the International Brotherhood’s Finance Committee loaned one and a half 
million dollars of Teamsters Union funds to the Fruehauf Foundation to 
be used by the management of the Fruehauf Trailer Company to support 
the price of the company’s stock on the market against an alleged raider 
who was trying to gain control of the company. The record indicates that 
one of the directors of the Fruehauf Trailer Company and the Fruehauf 
Foundation obtained a profit of more than $500,000 from the purchase of 
Fruehauf Trailer Company stock acquired by the Foundation with the 
proceeds of the loan from the Teamsters Union. 


The effect of President Beck’s $200,000 payment to the Western 
Conference and the Joint Council 28 Building Association and of his 
borrowing a like sum from the Brown Equipment Company was to 
transfer the debt owing to his Union to a debt owing to the Company. 
When this debt became due, it was satisfied by Beck’s selling his house 
and furnishings in Seattle to the Union for $167,000. As stated above, 
the house was originally buiit and furnished with the funds taken 
from the Union. Under the agreement for sale Beck negotiated, he con- 
tinues to have the use of his home, rent-free, on substantially the same 
basis as if he continued to own it himself. 


(ii) The record discloses a number of examples of President Beck’s 
abuse of his official union position in connection with his dealings with 
Nathan Shefferman. 


In 1949 and 1950 payments totalling $24,500 were made by Sheffer- 
man to President Beck. Shefferman has said these were made as a mark 
of appreciation for Beck’s general ability and contributions to the Ameri- 
can way of life. He nevertheless claimed them as business deductions 
against a $61,000 profit which he made on the installation of a new book- 
keeping and visible file system for the Teamsters Union. 


481 


ee J 
: 
} 
: | 
l i. 
3 
r 
) 
] 
= 
y 
Ss 
f 
il ; 
ir 
ee 
al 
D- 
2e 
1e 
al 
[| 
vim a 


i ae ie. 


In 1951 President Beck obtained a loan of $22,500 from Shefferman. 
So far as is disclosed by the Record, Shefferman made no effort to collect 
this loan. Shefferman was hazy about the details of the transaction. He 
could not remember for example whether the loan bore interest. 


In 1949 to 1950 the United Merchandising Company, a partnership 
composed of Shefferman and his son, Shelton Shefferman, supplied furni- 
ture and decorations for the temporary and the new permanent headquar- 
ters of the Teamsters Union in Washington, D. C. The Company also 
handled the printing of new dues books for the Union. The profit on these 
transactions totalled $115,318.96. The records of the Company show that 
$51,751.71 was paid to Norman Gessert, a cousin of Mrs. Dave Beck, 
and $19,300 was paid to Dave Beck, Jr. 


Another profitable enterprise handled by the United Merchandise 
Company was a toy truck campaign sponsored by the Teamsters Union 
and the Union Label Trades Tepartment of the AFL in 1953. This cam- 
paign was financed to the extent of $10,000 by the Fruehauf Trailer 
Company and Associated Transport. President Beck enlisted the support 
of these concerns by virtue of their association with him in the Independ- 
ent Advisory Committee for the Trucking Industry. Although representa- 
tives of these firms have contended that they were unaware that the cam- 
paign was a profit making venture, the record shows that United Mer- 
chandising Company realized a profit of $84,000 as a result of sales of 
toy trucks to Locals of the Teamsters Union, to individual Teamster Union 
members and other individuals. The success of the enterprise was prin- 
cipally due to the enthusiastic and tireless support given by President 
Beck, in his capacity as General President of the International Union. 
From his office went a stream of letters, telegrams, and telephone calls 
urging Teamsters Union locals throughout the country to support the 
Union by buying the toy trucks. 


Another example of President Beck’s use of his official Union position 
to promote his own and Shefferman’s private business interests at the 
expense of the Union occurred in connection with the 1949 purchase by 
the Teamsters Union of property on Louisiana Avenue in Washington, 
D. C., as a site for the new Teamsters headquarters. The site in question 
was owned at the time by the American Legion. Two outsiders, including 
the retiring national public relations director of the American Legion, 
became interested in selling the property to the Teanisters Union. When 
these individuals contacted Teamsters Union officials they were referred 
to Beck, who in turn sent Shefferman as his representative to deal with 
them. Although the Legion’s representatives had indicated that the 
property was for sale at $15 per square foot, Shefferman suggested that 
he and the Legion’s representatives form a corporation, buy the land at 
$15 and then resell it to the Teamsters at $18 per square foot. Shefferman 
indicated that this was the way Beck wanted it. 


This scheme fell through apparently because the American Legion 
demanded a $25,000 down payment which the negotiators were unable to 
provide. Thereafter Shefferman represented Beck in the negotiations “on 
a straight purchase” and a sale was negotiated between the Legion and the 
Union for purchase of the land at $15 per square foot—the Legion’s 
original offering price. After the purchase was completed the Teamsters 
Executive Board adopted a resolution recommended by Beck calling for 
payment of a $12,500 commission to Shefferman for his alleged services 
in overcoming the “adamant refusal of the American Legion to sell this 
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property at a figure less than $18 per square foot.” The resolution recited 
that Beck had “secured the services of an agent who through his diligent 
work and painstaking effort had finally succeeded in having the American 
Legion agree to sell this property at the price of $15 per square foot.” 
The record shows that Shefferman was paid $12,000 pursuant to this 
resolution on June 20, 1949. One month later on July 25, 1949, Shefferman 
sent Beck a check for $8,000 without explanation other than his respect 
and friendship for him. 


(iii) Many examples of President Beck’s use of his position as Presi- 
dent of the International Brotherhood of Teamsters to control the invest- 
ment of Teamsters Union funds in such manner as to advance the private 
business interests of himself, members of his family, and associates have 
been brought to light. 


In December 1952, the Teamsters Union had some $30,000,000 in 
liquid assets deposited in checking and savings accounts in various banks 
and in U. S. bonds. In 1953, soon after he became President of the 
International Union, President Beck initiated a program under which 
substantial amounts of these funds were invested in Government- 
guaranteed mortgages. 


Indicative of President Beck’s attitude toward the role to be played by 
himself and his associates in carrying out this program is a letter which 
he sent to Fred Loomis, the Union’s investment advisor, in reply to a 
letter Loomis had sent to him in September 16, 1953. President Beck’s 
mortgage counsel, Donald Hedlund, was setting up a mortgage brokerage 
firm, which would handle the Union’s investments. In discussing his possi- 
ble participation in this firm, President Beck wrote Loomis as follows: 


“As you will recall I told Don in my office this morning that I 
would not be in the firm as a partner, it would be in another name. 
I agree with you 100% that I cannot as such set up a mortgage com- 
pany with Don or anyone else without immediately opening up myself 
for a target from the mortgage people and everyone else who would 
like to pot shot Beck. I repeat I can see no valid objection to my 
rewarding my friends with our business rather than just acquaint- 


ances. 
* * * 


“... I insist that the International Union get the advantage in 
every respect that would accrue from any purchase. But in buying 
it has to go through some broker so the International Union is not 
injured whether it be through Don’s associates or some other mort- 
gage company.” 


Donald Hedlund’s mortgage brokerage firm, the National Mortgage 
Company, was formed in September 1953. In the course of its mortgage 
brokerage operations this firm has handled the investment of approxi- 
mately $9,000,000 of Teamsters Union funds. As has been noted, the presi- 
dent of this concern is a close associate of President Beck. In addition, 
one of the firm’s principle stockholders is Joseph McAvoy, a nephew of 
Mrs. Dave Beck. To purchase his interest in the firm, McAvoy obtained 
$35,000 by means of a loan or otherwise from President Beck. 


Another financing agency established by President Beck and his 
associates, the Investment Company, was a partnership formed in 1953, 
composed of President Beck, Donald Hedlund, and Simon Wampold, an 
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attorney for the Teamsters. The Investment Company’s profits in 1954 
totalled more than $20,000, derived principally from Teamster business, 
which was divided equally among the three partners. 


A third enterprise, the Linton Construction Company, was also used 
in President Beck’s investment program for the Teamsters Union. Presi- 
dent Beck and Hedlund would buy property and then sell it to Linton at a 
substantially higher price. Beck would then invest Teamster Union funds 
in housing construction mortgages on the property. President Beck thus 
derived substantial profits from these land deals made possible in large 
part through the use of Teamsters Union funds. 


A fourth concern involved in President Beck’s program for the invest- 
ment of Teamsters Union funds was an insurance agency known as Insur- 
ance Brokers, Inc. This firm handled insurance on properties in which 
Teamsters Union funds were invested under President Beck’s investment 
program. The firm’s receipts from October 1, 1955, to September 30, 1956, 
amounted to $265,285. Of this amount some $74,000 was received from the 
National Mortgage Company and approximately $25,750 directly from the 
Teamsters Union. The record shows that Beck’s relative, Joseph McAvoy, 
owns a 22% % stockholder’s interest in this firm. 


A similar pattern was used by President Beck in connection with 
the investment of the Ray Leheney Memorial Fund, of which he was 
the trustee. This fund was established through trade union contribu- 
tions for the benefit of Mrs. Terry Leheney, a widow of the former head 
of the AFL Union Label Trades Department. Despite his responsibility 
to act as a fiduciary, President Beck used this fund to purchase certain 
mortgages held by himself and Donald Hedlund. Although Beck’s and 
Hedlund’s net investment in these mortgages was $61,137 at the time 
of this purchase. President Beck sold them to the Memorial Fund for their 
face amount of $71,607. The profit to President Beck and Donald 
Hedlund was $11,585. 


In advising Mrs, Leheney of the proposed investment of funds on 
her behalf, President Beck did not inform her of his personal involvement 
and gain thereunder. He wrote to her as follows: 


“I could go into this in considerable detail but I assure you, 
Terry, this investment procedure is of the best. I have every con- 
fidence in Mr. Donald Hedlund of the National Mortgage Company, 
Inc., who is handling this with me. He is also associated with our 
International Union in an advisory capacity in the handling of our 
International Union funds. . . . I have committed myself to the 
purchase of the contracts, but if you in any sense object, I can 
cancel the deal. I do recommend it, however, to you as in my judg- 
ment I believe you will get a very fine return on your investment 
with the maximum of safety.” 


(iv) The record also reveals that President Beck used his influence 
and power as a high Teamster Union official in other ways to advance 
the personal and business interests of members of his family and 
associates. There is evidence, for example, that he used Teamsters 
Union connections with the Anheuser-Busch Company, a majority of 
whose employees are covered by collective bargaining agreements between 
the Company and the Union, to get his son, Dave Beck, Jr., started in a 
beer and liquor distribution business. He made him a principal stock- 
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holder in the K & L Beverage Company and secured for this company the 
exclusive right to wholesale Anheuser-Busch products in Seattle and 
King County, Washington. Largely as a result of his efforts and influence, 
the K & L Beverage Company distributed Anheuser-Busch products over 
a larger territory than any other distributor in the entire country. 


The Beck family also participated in forming the K & L Distributing 
Company to wholesale beer and liquor in Alaska. Mrs. Beck, rather than 
Dave Beck, Jr., represented the Beck interest in this company. The 
Anheuser-Busch Company, however, paid Dave Beck, Jr., 5c on every 
case of beer sold in Alaska, with a guaranteed minimum of $1,000 a 
month. 


When he was Chairman of the Western Conference of Teamsters 
in 1949, Beck personally used his position as an officer of the Teamsters 
Union to secure for Dave Beck, Jr., a more important position in the 
K & L Beverage Company. As a result of the refusal by members of 
a Teamsters Union local to unload one of the company’s trucks at its 
Seattle dock with a shipment of liquor for Alabama, Dave Beck, Jr., 
became president of the company in charge of drivers and trucks. 
President Beck made clear to the Company’s President, Irving Levine, 
that this was necessary to make sure that the Company would enjoy 
amicable relations with the Teamsters Union. He told Levine: 


“Well, you see what I mean, Levine, you don’t get along very 
good with members of Local 174, and my family is stockholders in 
this company. We have got to protect our interest.” 


When Levine finally bought out the Beck interests in the K & L 
companies, assisted by a loan from the Anheuser-Busch Company, Dave 
Beck, Jr., realized a profit of more than $60,000 and Mrs. Beck a profit 
of $25,000 on their respective investments. 


Finally, the record discloses that President Beck was consulted 
on several occasions by representatives of employers on matters affecting 
these employers’ competitive position and prospects in collective bar- 
gaining negotiations. For example, an Anheuser-Busch official consulted 
President Beck as to whether other beer manufacturers with whom the 
Teamsters Union were negotiating were taking a strong line in the 
negotiations. The information this official obtained from President Beck 
was, according to testimony by this official, useful to the company in its 
business and in its own negotiations with the Union. 


We conclude that President Beck wholly violated his fiduciary 
duties as a union official and had a callous disregard for union ethics. 
His attitude is best summed up by his reply to his financial adviser, 
Loomis, when this question of union ethics was squarely raised. Loomis, 
in a letter dated February 10, 1955, called upon President Beck to avoid 
situations in which he would have an interest “direct or indirect” in any 
channel through which Teamsters Union investments were handled. He 
also called upon President Beck to “terminate any arrangement by or 
through which you share directly or indirectly in any finder’s fees or 
other fee connected with Teamster International funds.” Brushing aside 
these suggestions and accepting the resignation which Loomis knew he 
must submit because he dared to make these suggestions, President 
Beck wrote: . 
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“I deeply regret, Fred, that in your judgment it was necessary 
to address such a letter to me. I did not retain you, Fred, for any 
purpose other than in an advisory capacity, either to me personally, 
or later as it pertained to my position as General President of the 
International Brotherhood of Teamsters. I have discussed the 
subject matter with you and do not intend to elaborate in any way. 
...I1 find that in the interest of my personal friendship, our business 
association should be dissolved.” 


(b) Vice President Hoffa. 


This Committee finds that Vice President Hoffa also used his official 
union position for personal profit and advantage, frequently to the 
direct detriment of the Teamster Union membership. Thus, the evidence 
shows that a corporation, called Test Fleet Corporation, was set up by 
Commercial Carriers, a trucking company whose employees were covered 
by a collective bargaining agreement with the Teamsters Union. The 
president of Test Fleet was the attorney for the employer. Test Fleet’s 
entire business consisted of leasing equipment to haul automobiles for 
the employer. Test Fleet had no employees and did no business other 
than receive rentals from the employer on the equipment. The business 
was entirely managed by the employer’s accountant who received no 
compensation from Test Fleet except for one Christmas bonus. The 
employer arranged for the purchase of the equipment by Test Fleet on a 
down payment of $4,000, which was not paid until the first month’s 
rental of $4,900 had been paid by the employer to Test Fleet. The balance 
of the purchase price was financed by a mortgage obtained by the 
employer upon their guarantee to a St. Louis bank used by the employer. 
Test Fleet was a very profitable operation, returning dividends of 
$125,000 between 1949 and 1956. 


Vice President Hoffa’s wife and Mrs. Bert Brennan, wife of another 
Teamster official were the sole stockholders in Test Fleet. 


Equally significant is the fact that this whole Test Fleet transaction 
came about after Vice President Hoffa settled a strike involving the 
Teamsters Union and Commercial Carriers. Up to 1948, Commercial 
Carriers had operated in part through brokers-drivers who owned their 
own equipment which they both leased to and drove for the employer. 
In 1948 Commercial Carriers notified the drivers of the termination of 
this arrangement, and the drivers thereupon went on strike. Hoffa 
advised the men that the strike was illegal and that penalties were 
possible under the Taft-Hartley law. Upon settlement of the strike, 
nine of the drivers were discharged. It was following this settlement that 
the Test Fleet transaction was set up. In summary, what happened in 
this transaction was that Vice President Hoffa, in his official union 
capacity as representative of the striking drivers, negotiated a settle- 
ment of the strike with the employer. Immediately following the settle- 
ment an arrangement was set up whereby Hoffa’s wife and Brennan’s 
wife, instead of the drivers, leased the equipment to the employer—at a 
very substantial profit. 


Vice President Hoffa took sharp issue with the obvious inferences 
that must be drawn from this transaction. He stated first that this has 
been a matter of public knowledge since 1953. He stated that the strike 
was an illegal wildcat strike, that in the settlement he prevented the 
forfeiture of seniority which the employer was seeking, and that the nine 
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discharged strikers were discharged for continuing to foment the wildcat 
strike after the settlement. He stated further that the discharged 
strikers presented claims of unlawful discharge or discrimination to 
various agencies and their claims were rejected in every instance. He 
further stated that the report minimized an assumed liability by the 
owners of Test Fleet of $50,000 and that in any event the employer 
could not obtain any special benefit or advantage from this operation. 


The explanation fails to make this transaction sound any more 
legitimate. That the transaction was made public knowledge in 1953 
is only significant in that Vice President Hoffa, who negotiated it in 
1953, is still a Vice President of the International Brotherhood of Team- 
sters in 1957, without the Union ever having inquired into the circum- 
stances of this transaction. That the strike was allegedly illegal and that 
Hoffa settled it with preservation of seniority rights does not make it any 
less clear that after the strike was settled the employer set up an arrange- 
ment by which Test Fleet paid out $125,000 to the wives of Mr. Hoffa 
and Mr. Brennan. It must also be pointed out that the claims of the 
discharged strikers were never considered on their merits by any of 
the various agencies, but rather were disposed of on the ground that 
the statute of limitations had expired as to such claims. 


As to the $50,000 “assumed” liability, it was as “paper” as some 
of the Teamster locals which were established in New York. Test 
Fleet had a firm leasing contract with Commercial Carriers—a very 
stable concern. The first month’s rental from Commercial Carriers 
provided the down payment, and Commercial Carriers provided the 
mortgage guaranteed, of course, by Commercial Carriers. 


The entire transaction was improper for a trade union official. 
Under the most basic concepts of trade union morality it was improper 
for Vice President Hoffa to enter into a transaction whereby he profited 
greatly from dealings with an employer whose employees were repre- 
sented by the Teamsters Union. It is not incumbent on this Committee 
to determine whether the strike was in fact illegal or whether the 
settlement was the best that could be obtained. The settlement of any 
strike necessarily involves exercise of discretion and judgment by the 
trade union official in charge of the settlement. Such discretion and 
judgment are necessarily impaired when the official enters into compro- 
mising transactions with the employer. In other words, the conflict of 
interest is so obvious and so great that such transactions must be avoided 
at all cost. We conclude that it was improper for Vice President Hoffa to 
have entered into the transaction and for him to have permitted it to 
continue to the present day. 


Vice President Hoffa admits that he borrowed some $18,000 from 
eleven different Teamster business agents during the period 1952-1953. 
All of these business agents were under Hoffa’s supervision or control 
in his capacity as President of Teamster Local No. 299 or as President 
of the Michigan and Central States Conference of Teamsters. Apparently 
none of these sums has been repaid. All of these loans were made in 
cash, without collateral, without interest and without notes or evidence 
of indebtedness. Hoffa stated to this Committee that these loans must be 
considered in the light of his long-time personal relationship with the 
people from whom he borrowed the money. It may well be that these 
people were intimate friends of Vice President Hoffa; they were also 
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persons in a subordinate position to him in the Teamsters Union. Borrow- 
ing sums of money from persons over whom Mr. Hoffa had supervision 
in the conduct of his official union position definitely involves the use 
of that official’s position for personal advantage. Such practices must 
be avoided if only to avoid the inference that these loans were kickbacks 
from Union employees to their superior. 


According to Hoffa, in 1952 and 1953 he borrowed money from 
various employers and employers’ representatives. All of these em- 
ployers were under contract with locals of the Teamsters Union under 
Hoffa’s jurisdiction. These loans included the following: 


(a) $5,000 from an employer whose drivers were members of Team- 
sters Local No. 243. 


(b) $10,000 from an employer’s representative whose employees were 
members of Teamsters Local No. 333. 


(c) $5,000 from J. K. Keeshin, owner of Keeshin Fleet Lines, a 
large trucking company whose drivers were covered by a 
collective bargaining agreement with the Teamsters Union. 


Hoffa in a statement to this Committee defended these loans from 
employers, saying they could only be improper if “retroactive ex post 
facto application was made to the Ethical Practices Codes.” Nothing 
could be further from the truth. 


This investigation is being conducted under the AFL-CIO Consti- 
tution and the Resolution of Ethical Practices adopted by the Federa- 
tion’s first Constitutional Convention. The inherent evil of a trade 
union official’s borrowing money from an employer with which his union 
must bargain was known long before any codes came into existence. A 
lender-borrower relationship between an employer and a union repre- 
sentative is inconsistent with the warm zeal with which a union repre- 
sentative must present the cause of the employees he represents. As we 
have said before, with reference to the Test Fleet situation, it is not 
incumbent on this Committee to determine whether any “sweetheart” 
contracts resulted from such a compromising rlationship. The relationship 
itself is the corrupt practice and was known to be such long before any 
of the codes came into being. Indeed, most of the provisions of the codes 
merely reiterate principles and illustrate examples of trade union 
morality under which the labor movement has always operated. They 
are designed to assist the AFL-CIO and its affiliated unions in their 
constitutional determination to keep the labor movement free from any 
taint of corruption. If Vice President Hoffa was unaware of the evil 
inherent in such a practice it merely shows his insensitivity to the tra- 
ditional standards of trade union morality. 


The evidence shows that Vice President Hoffa borrowed $25,000 
from a real estate promoter; the promoter, at approximately the same 
time, borrowed $75,000 from a bank with which Teamster Local No. 
299 did business. There was testimony that the bank made the loan 
because of Union pressure. The promoter was developing a Florida 
subdivision known as Sun Valley. In addition to the money borrowed 
from this promoter, Hoffa was also given an option to buy an interest in 
the project. Hoffa in turn guaranteed $50,000 of the $75,000 which the 
promoter borrowed from the bank handling the Teamster accounts. 
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The Teamsters Union had a “sponsoring” relationship with Sun 
Valley. It was advertised as having the approval and endorsement of 
Joint Council 43 of the Teamsters Union and in the advertisements it 
was stated that any member who wanted to buy a lot in Sun Valley 
could handle the transaction through his local business agent. Hoffa 
sent three business agents to Sun Valley so they could report back to 
the membership concerning the project. In short, union members were 
actively encouraged to buy lots from this promoter. 


These union members were not told, however, that Hoffa owned an 
option to share in the profits of the Sun Valley project. Nor were they 
told that the promoter had loaned $25,000 to Hoffa. We think this 
transaction involves the use of Hoffa’s official union position for the 
potential personal profit and advantage of Hoffa. In his statement to 
this Committee, Hoffa stated that there was nothing with regard to 
this transaction “which is in violation of any law, code or moral law.” If 
Vice President Hoffa believes his statement we again can attribute it 
only to his insensitivity to the most elementary principles of trade union 
morality. 


3. Improper Activities Relating to Health and Welfare Funds. 
{a) Vice President Brewster. 


There is evidence that Vice President Brewster had an extensive busi- 
ness relationship with George Newell, the insurance broker for a Team- 
sters Union staff retirement fund and for a number of Teamsters local 
union health and welfare funds. Brewster is trustee of all the funds 
involved. During the same period that Newell was acting as broker he 
and Brewster were partners in a real estate deal in which each partner 
apparently made over $6,000. The proceeds from the real estate sale were 
invested in a joint stable business which lasted from 1951 to July 1955. 
Both partners originally made an equal investment in the stable business. 
Newell subsequently invested $50,000 more than Brewster. Nevertheless, 
when the partnership terminated Brewster was over $44,000 ahead of the 
game and Newell was $40,000 behind. Brewster stated that he “owed” 
Newell over $40,000 but no note had been given for this amount. 


The evidence shows that Newell received gross commissions on his 
Teamster business of $2,100,000 for the four-year period ending February 
28, 1957. The firm’s net profits were nearly $1,400,000. The original 
commission charged by Newell was 4% for the first year and 3% for 
renewal; later the commission was reduced to 2%. At the present time 
they average between 2% and 1%. There is evidence that Newell’s com- 
missions were between ten and twenty times as large as they should have 
been. Newell acknowledged that the commission was originally lowered 
from 3% to 2% because of an investigation of health and welfare funds 
by the Senate Labor and Public Welfare Committee. He also concedes 
that the cause of the commissions being reduced to 1% probably stemmed 
from the current Senate investigation. 


There is no question that since Brewster is a trustee of many of the 
local health and welfare funds and is president of the Western Conference, 
Newell continues to serve as insurance broker only at Brewster’s pleasure. 
While Newell denied that this had anything to do with the peculiar man- 
ner in which he and Brewster conducted their partnership affairs, the 
inference is clear, and the Committee finds, that Newell failed to press 
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Brewster for the money “owed” to him at least in part because of the 
lucrative insurance business Newell derived from Brewster’s position. The 
Committee finds that Brewster’s commingling of personal business with his 
official union position resulted in a tremendous overcharge on insurance 
business handled by Newell to the detriment of Teamsters Union members. 
The Committee finds that the transactions between Brewster and Newell 
were wholly improper in light of Brewster’s official union position and that 
such practices violated every standard of ethical conduct for trade union 
officials. 


(b) Vice President Hoffa. 


Supplement No. 2 detailed evidence as to the charge that Vice Presi- 
dent Hoffa was engaged in improper activities relating to health and 
welfare funds. That evidence is summarized below. 


The insurance carrier for the funds under the jurisdiction of Hoffa is 
the Mount Vernon Life Insurance Company, formerly the Union Casualty 
Company. When the insurance coverage for Teamsters employees was 
first agreed upon between the Union and the employers in 1949, bids were 
received from a large number of insurance companies, including Bankers 
Life, Pacific Mutual, John Hancock, and the Union Casualty Co. Each 
company, in submitting its bid, specified the expected retention rate— 
that is, the expected percentage of the premium which the company pro- 
posed to retain to cover all of its costs, taxes, reserves, overhead, and 
any commissions it would pay. Any excess of the initial premium cost over 
the claims actually paid out plus this retention figure would be returned 
to the welfare fund in the form of a dividend or retroactive rate credit. 


Virtually all of the companies submitted bids with proposed retention 
rates of less than 11%. Most of the bids ranged between 8% and 9%. 
Union Casualty specified a retention rate of 17%%. Accordingly, the 
employer trustees were opposed to Union Casualty. However, the Union 
trustees, headed by Vice President Hoffa, insisted that the contract be 
given to Union Casualty. Finally, the employers agreed. Hoffa had 
previously engaged in private talks with Dr. Leo Perlman, Executive Vice 
President and controlling force in Union Casualty Company. When the 
contracts were negotiated, Perlman gave the industry trustee to under- 
stand that no commissions would be paid on this policy. The fact is that 
extensive commissions were paid to Union Insurance Agency of Illinois, a 
partnership composed of the wife and the son of Paul Dorfman, a close 
friend of Vice President Hoffa. Dorfman has recently been expelled by the 
AFL-CIO from his position as president of a federally-affiliated local 
union. Dorfman’s wife and son received commissions of over half a 
million dollars in a three-year period on this insurance. At the same time 
they engaged jointly with Hoffa in various business enterprises, in one of 
which Dr. Perlman, of the insurance company, was a participant. 


In his statement before this Committee Hoffa defended these trans- 
actions, first on the ground that as far as his business relationships with 
the Dorfmans and Dr. Perlman were concerned, he had lost money on all 
of these ventures. We have previously referred to the fact that the ulti- 
mate outcome of the transaction does not determine whether or not the 
transaction was improper. Such business relationships obviously pre- 
sented a conflict with the judgment Hoffa should have used in determining 
which insurance carrier would handle the coverage. 
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As to the high retention rate, Hoffa defended the higher percentage 
on the ground that Union Casualty quoted a guaranteed premium while 
the other companies wanted the retention rate guaranteed as a fixed fee 
regardless of claim experience. He also stated that the retention rate at 
present is 8.3% and that this is favorably comparable to any retention 
rates for similar coverage. 


Hoffa suggested to this Committee that we designate an actuary to 
meet with the actuary for the insurance company to review his assertions 
that the insurance coverage is provided at a cost comparable to that 
charged by other insurance companies. The Committee has designated an 
actuary and upon the submission to the Committee of his conclusions we 
will supplement this report to the Executive Council. Whatever those 
findings, we think it clear that Hoffa’s business relationships with the 
people who were to profit from obtaining the insurance contract presents a 
square conflict of interest which has caused the many unfavorable infer- 
ences drawn from this insurance contract by Congressional investigating 
committees and by the public generally. As we have said above, it is the 
conflict itself that is evil and corrupt and that must be avoided. That 
the potential danger may not actually come about can only be fortuitous. 
For this reason, irrespective of the comparative cost of the insurance 
coverage, the conduct of Vice President Hoffa in respect to the insurance 
carrier was improper and violated standards of ethical conduct. 


4. Failure to Take Action with Respect to Responsible Union Officials Who 
Have Engaged in Corrupt Activities Offensive to Trade Union Morality, 
or Against Whom Serious Charges of That Nature Are Pending. 


In reviewing the Teamster Union’s position before this Committee, 
we will discuss in some detail the provisions of the Teamsters Constitution 
which clearly provide authority and the obligation to take action against 
officials engaged in corrupt activities or against whom charges of corrup- 
tion are pending. The AFL-CIO Constitution, to which the Teamsters 
Union subscribed, requires affirmative action on the part of every affiliate 
to keep its officialdom free of corrupt influences. As the Ethical Practices 
Code on this subject points out: 


“The responsibility of each union to see to it that it is free of such 
influences is not a responsibility placed upon our unions by the AFL- 
CIO Constitution and by the moral principles that govern the trade 
union movement. Eternal vigilance in this area is the price of an 
honest, democratic trade union movement.” 


The uncontroverted evidence in this case establishes beyond question 
that a number of Teamster Union officials at various levels have engaged 
in extortion or bribery schemes and similar activities. So far as it is 
known, no positive action has been taken to remove such individuals from 
their positions of trust and responsibility. Some of these individuals have 
been indicted for such crimes and await trials; some have even been con- 
victed. Yet the Union shows a callous disregard for the danger inherent in 
permitting such people to continue to hold high union office. 


One of the most conspicuous cases is that involving Sidney L. 
Brennan, International Vice President of the Union, Vice President of 
Teamsters Joint Council No. 32, board member of the Teamsters Central 
States Conference, and Secretary-Treasurer and Business Agent of Team- 
sters Local No. 544. Brennan, along with Eugene J. Williams, Recording 
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Secretary and Business Agent for Local No. 544, Jack I. Jorgensen, Presi- 
dent of Teamsters Joint Council No. 32, and Gerald P. Connelly, a member 
of Teamsters Local No. 549, were convicted in 1955 of having accepted 
a bribe of $5,000 from a company whose plant had been struck by the 
United Mine Workers. The money was paid to break the strike and to 
conclude an agreement with the company as part of the strike-breaking 
scheme. Each of the individuals named received $1,000. Brennan even 
reported the money on his income tax return and other Union officials 
showed the receipt of their money on amended income tax returns. 


At the trial of the case no evidence was offered to refute the evidence 
of the Government. The officers were convicted early in 1956. The Court 
of Appeals affirmed the convictions on January 21, 1957, and the United 
States Supreme Court refused to review the case on April 8, 1957. 


As far as is known, no proceedings of any nature were taken at any 
level of the Teamsters organization with respect to any of the officials 
involved. All of this evidence was contained in the original Staff Report 
and the Union’s only reference to this problem appears in Mr. Beck’s 
statement to this Committee in which he said: 


“In isolated cases where there has been a final judicial deter- 
mination, that fact in itself does not justify the conclusion that the 
International Union is dominated by corrupt influences. The General 
Convention can deal with such cases without prejudice to the individ- 
uals involved.” 


In other words, Mr. Brennan and his cohorts continue to hold their 
high positions in the Teamsters Union despite the fact that they were 
convinced of accepting a bribe in order to break a legitimate strike. We 
cannot conceive of a greater dereliction of duty on the part of President 
Beck and the Teamster General Executive Board. It is inconceivable that 
the Union leadership should sit idly by on some vague hope that the 
Convention will do something about this odious situation. As we shall 
point out below, the present Teamsters Constitution clearly authorized 
their General Executive Board to take action against Vice President 
Brennan. 

It is this failure to act, even more tian the actual instance of corrup- 
tion, which shows the domination of this Union by unhealthy influences. It 
is inconceivable that Brennan and his cohorts would be permitted to retain 
membership, let alone high office, in a trade union if the leadership of the 
union were genuinely concerned with keeping their house clean. 


Nor is Brennan an isolated example. As was detailed in the Staff 
Report, 13 local officers of the Teamsters Union in the New York area 
had been indicted on charges of extortion or conspiracy. Jack Berger, Nat 
Carmel, and Aaron Kleinman, the three top officers of Teamsters Local 
No. 875, all pleaded guilty. Kleinman has been in jail since January. The 
other two are awaiting sentence on a plea of guilty to conspiracy. So far 
as is known no action has been taken against these individuals. Some of 
the other ten have subsequently been found guilty on charges of extortion 
or conspiracy. So far as is known, the Union has not proceeded against 
any of them. 


One other instance of this failure to act is worth mentioning here: as 
was detailed in the Staff Report, three officers of Teamsters Local No. 229 
in Scranton, Pennsylvania, were indicted for having received pay-offs for 
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permitting trucks with non-union drivers to deliver products of a manu- 
facturer. The manufacturer testified that this money, amounting to $175 
a week, was paid in cash and he did not think it was turned over to the 
Union. Wholly apart from any criminal prosecution, the International, 
under its Constitution, was at all times able to determine from the books 
and records of the Local whether these payments had been received by it. 
Article X, Section 11, gives the International specific authority to audit the 
books of any local union. Once again, however, the Union and its leader- 
ship chose to do nothing. 


We think the instances cited above make it clear that the Union 
leadership was not concerned with the character of the people who made 
up their official family. They seemed indifferent to the effects that such 
inaction must have on their own membership, on the public, and on 
organized labor generally. 


5. Failure to Investigate Whether Teamster Union Officials Have Invoked 
the Fifth Amendment to Conceal Personal Corruption in the Conduct of 
Union Affairs. 


The Staff Report and its Supplements charged that the Teamsters 
Union failed to investigate whether President Beck and Teamster officials 
from the New York area invoked the Fifth Amendment to conceal personal 
corruption in the conduct of Union affairs. There is no dispute as to this 
failure to investigate. Indeed, President Beck, in stating the Union’s 
position to this Committee, flatly stated that the Union would not inquire 
into the basis on which Teamster officials invoked the Fifth Amendment. 


President Beck further advised the Committee that the Union would 
not proceed against any individuals so long as they were being investi- 
gated by governmental agencies, nor would the Union make answer to any 
of the charges before this Committee so long as there could be no assur- 
ance that the proceedings before this Committee would not be subject to 
subpoena by a governmental agency. 


The Union’s position as to the invocation of the privilege against 
self-incrimination by any of its officers or members and as to cooperation 
with governmental agencies, squarely conflicts with the position adopted 
by the AFL-CIO Executive Council on January 28, 1957. In a statement 
of policy issued on that date, the AFL-CIO Executive Council pointed out 
that: 

“Law enforcement agencies, legislative committees and the labor 
movement itself share the common responsibility of conducting inves- 
tigations fairly and objectively, without fear or favor, and in keeping 
with due process concepts firmly imbedded in the traditions and Con- 
stitution of our great country.... 


“It is the firm policy of the AFL-CIO to cooperate fully with all 
proper legislative committees, law enforcement agencies and other 
public bodies seeking fairly and objectively to- keep the labor move- 
ment or any other segment of our society free from any and all 
corrupt influences. This means that all officials of the AFL-CIO and 
its affiliates should freely and without reservation answer all relevant 
questions asked by proper law enforcement agencies, legislative com- 
mittees and other public bodies, seeking fairly and objectively to keep 
the labor movement free from corruption. We recognize that any 
person is entitled, in the exercise of his individual conscience, to the 
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protection afforded by the Fifth Amendment and we reaffirm our con- 
viction that this historical right must not be abridged. It is the 
policy of the AFL-CIO, however, that if a trade union official decides 
to invoke the Fifth Amendment for his personal protection and to 
avoid scrutiny by proper legislative committees, law enforcement 
agencies or other public bodies into alleged corruption on his part, 
he has no right to continue to hold office in his union. Otherwise, it 
becomes possible for a union official who may be guilty of corruption 
to create the impression that the trade union movement sanctions the 
use of the Fifth Amendment, not as a matter of individual conscience, 
but as a shield against proper scrutiny into corrupt influences in the 
labor movement.” 


President Beck and other Teamster officials chose to invoke the Fifth 
Amendment before the Senate Committee. These other Teamster officials 
included John O’Rourke, President of Teamster Joint Council No. 16 in 
the New York area and some eight other Teamster local officials. These 
people, of course, had the personal privilege to invoke the Fifth Amend- 
ment, and nothing in the above quoted statement of policy conflicts with 
that privilege. Nor is there any “automatic” requirement that a union 
must suspend officers invoking the privilege. The statement of policy, 
however, places the duty upon an affiliate to determine whether the use of 
such personal privilege was “as a shield against proper scrutiny into 
corrupt influences in the labor movement.” Such a use of the privilege, 
as the policy statement points out, is inconsistent with the holding of trade 
union office. This being true, an affiliate cannot take the position that use 
of the Fifth Amendment bars scrutiny not only by a public agency but by 
the affiliate itself. The AFL-CIO in general and the members of this 
Committee in particular yield to no one in their devotion to constitutional 
guarantees and concepts of due process. It does not follow, however, that 
an individual refusal to testify before a public agency means that the labor 
movement must bow down helpless before the forces of corruption. It 
does not mean that the privilege against self-incrimination can be per- 
verted into a permanent immunity against the trade union determining 
whether the official involved is guilty of malfeasance in office. It does not 
mean that the labor movement or the individual trade union must see no 
evil, hear no evil, or speak no evil merely because an individual union 
official invokes a constitutional guarantee. In other words, constitutional 
guarantees are not incompatible with honest trade unionism. 


The Teamsters’ Union claims that answer to this Committee might 
subject the Committee record to Government subpoena, and therefore the 
Union would not participate in this Committee’s investigation. 


We think the claim is fanciful in the extreme and is used merely to 
confuse and obfuscate the proceedings before this Committee. In the first 
place there has never been any attempt by any government agency to 
subpoena records of this Committee and we deem it highly unlikely that 
such an attempt would be made. 


Second, the Chairman of the Committee offered to conduct the pro- 
ceedings without a transcript: indeed, Vice President Hoffa did discuss 
certain matters off the record with this Committee and no reference to 
his off-the-record statements is contained in this report. Finally, the func- 
tions of this Committee are for trade union purposes to which the 
Teamsters’ Union is committed by the AFL-CIO Constitution, These 


494 


ee es aS 
samme. he a oe : 
7 
: 
2 
: 
q 
| 
¥ 
4 
4 
: 
Be 
: 
4 
| ee 
| |_| 
i i a ee . | 
ee ViIM 


° 
purposes would have been better served if the Union had cooperated, 
instead of advancing irrelevant and frivolous contentions. 


This Committee is of the opinion that under the policy statement the 
Teamsters Union had the right and the duty to inquire as to the circum- 
stances under which Teamster officials invoked the Fifth Amendment, and 
that the failure to investigate violates the constitutional obligation to 
which the Teamsters Union committed itself. Accordingly, the Union’s 
position in this respect must be rejected completely and the Committee 
finds that the Union is guilty of the charge stated. 


Vice President Hoffa apparently disagrees with the official Team- 
sters’ Union position to some extent, so stating in his formal statement 
to this Committee. However, the fact remains that all of the officials 
who invoked the privilege against self-incrimination continue to hold 
office in the Union and it appears that no investigation is planned now 
or in the future. While Mr. Hoffa sought to justify this inaction on the 
ground that insufficient time had elapsed, we think it clear that ample 
time has gone by for the Union to have at least commenced an investi- 
gation. 


6. Failure to comply with the provisions of the AFL-CIO Ethical Practices 
Code #1 with respect to local union charters 


On August 29, 1956, the AFL-CIO Executive Council approved its 
first Ethical Practices Code covering the issuance of local union charters. 
In that Code it was pointed out that the possession of charters covering 
“paper locals” permitted racketeers to victimize “workers, employers, 
and the general public, while giving a black eye to the labor movement. 
... A racketeer treats a charter as a ‘hunting license’ to invade the 
jurisdictions of other national or international unions, in the interests 
only of corruption and dishonest gain, and to cloak with a respectable 
name a whole range of nefarious and corrupt activities.” The Code 
pointed out that the charter must be “a solemn instrument establishing 
a subordinate or affiliated body of the International Union, composed of 
organized workers in a particular subdivision of the Union.” Accordingly, 
the Code set up minimum standards to cover the issuance and retention 
of local union charters. Among these standards were the following: 


“4. A charter should never be issued or permitted to continue in 
effect for a ‘paper local’ not existing or functioning as a genuine 
local union of employees. 


“5. A charter should gnever be issued to persons who are known to 
traffic in local union charters for illicit or improper purposes.” 


Affiliated unions were accordingly directed to take prompt action to 
withdraw local union charters which had been issued in violation of 
these standards. 


We think the evidence is clear that at least five Teamster locals in 
the New York area were “paper” locals when they were charterd in 
1955. Many of the persons listed on the charter applications are known 
labor racketeers. Indeed, the charters were issued apparently at the 
insistance of John DioGuardi, a notorious labor racketeer whose associa- 
tions will be dealt with subsequently. There is evidence that Vice Presi- 
dent Hoffa had urged the issuance of these charters. There is also 
evidence that the charters were issued to influence the result of an 
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election contest for the presidency of Joint Council No. 16 of the Team- 
sters Union. In that election John O’Rourke, who invoked the Fifth Amend- 
ment before the Senate Committee, was being backed by these “paper” 
locals over the incumbent Martin Lacey. It seems clear that the issuance of 
charters to these paper locals violated a specific agreement between 
Joint Council No. 16 and the Teamsters Union, under which it had 
been agreed that all charter applications were to be cleared through 
the Joint Council. The charters were issued despite protests and charges 
of fraud by Lacey. Not only did the Teamsters Union fail to investigate 
these charges but, after the adverse publicity and after the Ethical 
Practices Code was adopted, President Beck, on December 3, 1956, 
directed the New York Teamsters Joint Council to recognize these locals 
and accord them their votes, despite the Joint Council’s previous refusal 
to recognize these “paper” locals. 


There is no question that these locals had no membership at the time 
that they were chartered by the Teamsters. Many of the persons listed on 
the charter applications as officers of these locals testified that they were 
not members of the Teamsters Union, attended no meetings, and per- 
formed no functions. There is considerable evidence that DioGuardi was 
in control of or influential in these “paper” locals. 


Nor can it be said that this evidence came to light only recently. As 
we have said, Lacey charged fraud when the charters were first issued. 
Most of the facts recited above were related to the Union leadership by 
Lacey. We conclude that President Beck must have known that these 
charters were issued to “paper” locals and that his action of December 3, 
1956, directing recognition of these locals was in complete violation of the 
Ethical Practices Code which had previously been adopted by the AFL- 
CIO. Vice President Hoffa in his statement to this Committee states that 
the only persons who knew that the charters were wrongfully issued were 
those who submitted the charter applications and that the officials of the 
International Union assumed that the charters were going to be used for 
legitimate purposes. We think the evidence is clearly to the contrary, par- 
ticularly since legal proceedings had been pending in New York since early 
1956 setting forth most of the facts that we have referred to. Vice Presi- 
dent Hoffa further states that a committee has been appointed by the 
International Union to investigate these matters and that proposed 
amendments to the Teamsters Constitution will prevent the recurrence of 
any such situations. 


We are constrained to point out that, as far as is known, the appoint- 
ment of this committee is the only positive step taken by the Teamsters’ 
Union with regard to any of the charges made against it. Most of the 
facts concerning the New York situation have been known since 1955. 
Countless charges have been made and public investigations held concern- 
ing the New York Teamster situation. Moreover, numerous other charges 
have been made concerning the Teamsters’ Union, only some of which are 
discussed in this report. Despite all the charges, all the investigations, 
and all the public outcry, the only action taken to date by the Teamsters’ 
Union is the appointment of a Committee. We can safely say that the step 
taken by the Teamsters’ Union is a very short one and comes very late in 


the game. 


7. The relationship between Vice President Hoffa and notorious labor 
racketeers. 
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There is no dispute that Vice President Hoffa has had dealings with 
John Dio (DioGuardi) since 1952. Hoffa in his statement to this Committee 
defended his associations with Dio on the ground that in 1952 there had 
been but one prior conviction of Dio and that Dio was an official of an 
AFL international union. Hoffa stated that he dealt with Dio because of 
the mutual interest of the Teamsters and Dio’s union in the taxicab drivers 
in New York City. We reject that defense completely. 


Dio was business manager for Local No. 102 of the United Auto 
Workers, AFL (now known as the Allied Industrial Workers). In 1952 
this local began to organize taxicab drivers in New York City, at which 
time Dio’s record and character were well known. In May, 1952, the AFL 
commenced an investigation into charges that Local No. 102 was gangster- 
dominated and in February 1953 the AFL Executive Council directed the 
UAW to revoke Local 102’s charter. There is testimony that during the 
pendency of this investigation by the AFL, Vice President Hoffa was a 
strong advocate of bringing Dio into the Teamsters Union, despite the 
investigation and despite the fact that Dio’s drive was in competition with 
an organizing drive then being conducted by the Teamsters Union. The 
effort apparently failed because President George Meany blocked it. 
There is evidence that President Beck himself made it clear to Hoffa that 
Dio was an undesirable person who would not be acceptable in the Team- 
sters Union. 


The plain fact is that Johnny Dio was a well-known labor racketeer. 
His career had run the gamut from breaking strikes as an employer’s 
representative to making “sweetheart” contracts as a Union represent- 
ative. He was known throughout the labor movement as an undesirable 
character. We reject completely Vice President Hoffa’s defense that he 
was naive as to the character of Dio. 


The working relationship between Hoffa and Dio continued even after 
Local 102’s charter was revoked. Teamster Vice President Einar Mohn 
testified that Teamsters’ charters for the New York “paper” locals with 
which Dio was connected were issued at Hoffa’s request in November 1955. 
Hoffa in his statement to this Committee admitted that Dio may have made 
inquiries with respect to issuance of these charters. It should be pointed 
out, too, that Hoffa actively supported O’Rourke against Lacey in the 
election contest which we have previously referred to. 


We find it incredible that Vice President Hoffa with his long expe- 
rience in the labor movement could be “taken in” by Dio. We think the 
evidence is overwhelming that a close relationship existed between them 
and this despite what Hoffa must have known as to Dio’s character, repu- 
tation, and tactics. We conclude that Vice President Hoffa even worked 
against his own Union’s organizing efforts because of his relationship with 
Dio. The New York taxicab situation which we have referred to but 
briefly above was a clear-cut situation where Hoffa was sabotaging the 
Teamster Union’s efforts to organize the drivers in order to promote Dio’s 
efforts to bring himself and his practices directly into the Teamsters’ 
Union. 


There is evidence that Hoffa interceded to obtain a charter from 
another international union for a Philadelphia ex-convict. There was 
similarly evidence that Hoffa had associated with, supported, sponsored, or 
hired various “toughs” and “hoodlums” in the Teamsters’ Central Con- 
ference area. Indeed, the list of many of Hoffa’s proteges and friends 
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reads like a rogues’ gallery. The arrest records of these people cover 
everything from highway robbery to murder. 


We do not accept Hoffa’s explanation that these associations were an 
attempt to rehabilitate juvenile delinquents. Without denying the possi- 
bility of rehabilitation in individual cases, we do not think it a proper 
function of a union to serve as a haven for questionable characters. These 
people were delinquent in every sense of the word and have given a black 
eye to the labor movement because of their activities. We conclude that 
these associations were with knowledge of the facts and that they cannot 
be justified by any temporary advantage Hoffa thought could be gained 
for the Union. The plain fact is that Vice President Hoffa, by his associ- 
ations, cast a cloak of respectability over such individuals in labor circles, 
thus permitting them to continue and expand their nefarious activities to 
the detriment of organized labor. 


The Teamster Position 


We have previously quoted in full President Beck’s formal statement 
to this Committee at the September 5 hearing and have summarized the 
initial statement made by him at the May 6 hearing. As is obvious from 
these statements, they were not responsive to the charges set forth in the 
Staff Report and the Supplements. The Teamster Union’s position, as 
gleaned from these two formal statements, may be summarized as follows: 


(a) The AFL-CIO Constitution made certain that the long-established 
and pre-existing autonomy of each affiliated international union 
was not in any way diluted or divested by the act of merger. The 
Teamsters Union intended to preserve that autonomy and there- 
fore would not acknowledge the authority of the Committee. 


(b) The Staff Report and its Supplements in the main only developed 
that “isolated” local situations existed in the Union where corrup- 
tion could be inferred, and these did not justify a judgment that 
the Union was “dominated or controlled” by corrupt influences; 


(c) The Teamsters’ Union constitution precluded the taking of any 
action in regard to the charges made against officers and members 
of the Union; 


(d) The Union would not proceed against any individuals so long as 
they were being investigated by governmental agencies, nor would 
they inquire as to the use of the Fifth Amendment or other “con- 
stitutional privileges” by officers of the Union, irrespective of the 
serious nature of the charges. Similarly, the Union would not 
make answer to any of the charges before this Committee so long 
as there was no assurance that the proceedings before this Com- 
mittee would not be subject to subpoena by a governmental 
agency; 

(e) Since the Union convention was imminent, the Staff Report and 
its Supplements would be presented to the Convention for appro- 
priate action. In the meantime, the Union and its officers would 
not answer any questions of the Committee or explain any trans- 
actions to the Committee. 


We think the position taken by the Union is untenable in its entirety. 
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(a) Autonomy. 


As to the question of autonomy, every member of this Committee 
is president of an-Intexatienal Union, and we are as zealous to pre- 
serve the principles of autonomy as“President Beck. That question, 
however, is not relevant here. The AFL-CIO Constitution makes it 
clear that there is no room in the family of labor for unions dominated 
or influenced by corrupt influences. That Constitution requires the 
Executive Council and this Committee to make investigations such as the 
instant one to carry out the constitutional prohibition against corruption. 
These constitutional provisions were ratified unanimously at the First 
AFL-CIO Convention with the concurrence of the Teamsters’ Union. 
In other words, the Constitution contains within it a code of behavior 
in certain areas of Union activity which constituent international unions 
are not free to violate. This is a commitment which the international 
unions within the Federation have taken upon themselves. The autono- 
mous rights of international unions within the Federation do not embrace 
the right of a union to be dominated or influenced by corrupt influences. 


(b) The “Isolated” Nature of the Instances of Corruption 


We have previously set forth the evidence in support of the charges 
that the Teamsters Union is dominated or influenced by corrupt influences. 
It is incredible that the Union chooses to characterize this evidence as 
“isolated” instances of corruption. The evidence shows that International 
President Beck, International Vice President Brewster, International 
Vice President Hoffa, and International Vice President Brennan per- 
sonally engaged in corrupt practices. The evidence shows a host of 
violations of basic trade union morality by these and other Teamster 
officials. The evidence shows that these officials, as would be expected, 
exercised tremendous control over the finances and policies of the 
Teamsters Union. The evidence shows that the activities of these 
officials have brought the entire Teamsters’ Union into disrepute. The 
evidence shows that these officials have engaged in or condoned nefarious 
activities violative of the AFL-CIO Constitution, the AFL-CIO state- 
ments of policy, and traditional trade union morality. 


(c) Authority to Act under the Teamsters Constitution 


The Teamsters’ constitution, as would be assumed from the fact 
that the Union has in the past enjoyed a long tradition as a large and 
successful trade union, contains ample provisions to correct the abuses 
which have been charged. Thus, Section 2(a) of Article II limits mem- 
bership in the Teamsters’ Union to persons “of good moral character.” 
Article VI, Section 6(a) gives the General President the power to appoint 
a trustee over any local union or other subordinate body where he 
believes that any officers of such local or subordinate body are dishonest 
or incompetent; such officers may be suspended or removed by the 
trustee. Section 7 of this Article empowers the General President to 
remove any international organizer in “the best interests of the Inter- 
national.” 

Article XVIII provides for trials and appeals. Section 6 of that 
Article specifies, but does not limit, the grounds for such trials as 
follows (in part): 

“(1) Violation of any specific provision of the Constitution 
or failure to perform any of the duties svecified thereunder: 
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“(4) Gross disloyalty or conduct unbecoming a member; 
“(6) Misappropriation; 


“(10) Activities which tend to bring the local or the Interna- 
tional into disrepute; 


“(12) Such other acts and conduct which shall be considered 
inconsistent with the duties, obligations and fealty to a member of 
a trade union, and for violation of sound trade union principles.” 


Section 3 of the same Article gives the Union’s General Executive 
Board the authority to try International officers. Section 4 of the 
Article gives the General Executive Board the authority to try individual 
members, officers, or local unions or other subordinate bodies for offenses 
against the International Union. Section 10 of that Article gives the 
General President authority to assume jurisdiction of any charges 
where the situation is “eminently dangerous to the welfare of a local 
union, Joint Council, other subordinate body or the International.” 
Finally, Section 13 of that Article requires a local union to revoke the 
membership of any member who is convicted or pleads guilty to a “crime 
or serious wrong-doing against the local union or against the community, 
and which crime or act of serious wrong-doing tends to bring dishonor 
upon the local union or the International. Similarly, the local union is to 
revoke the membership of anyone found guilty of “what is commonly 
termed racketeeering.” Where the local union fails to carry out its obli- 
gations, the International President has the power and duty to act. 


The powers given to the President and the General Executive Board 
are ample to permit and require prompt investigation of any situation 
in which a union officer or member is seriously charged with corruption 
or dereliction of duty. In the case of criminal charges, those powers 
would certainly seem to require suspension from office or duties until 
the charges are settled. In our findings we have shown that union 
officers have been charged with serious offenses, criminal and otherwise, 
that some have been convicted, and still the Teamsters’ Union has taken 
no action. We believe that the failure to act on the part of the Union 
cannot be justified under its own constitution; rather, such failure is 
itself a most serious offense against trade union morality and require- 
ments of ethical conduct. 


(d) The Fifth Amendment 


We have dealt with this question above in our Findings. Certainly 
the fact that the Fifth Amendment has been invoked cannot preclude a 
union from carrying out its constitutional obligation to investigate and 
eliminate corrupt elements. 


(e) The Imminence of the Teamsters’ Convention 


The imminence of the Teamsters’ convention obviously is no basis for 
further delay. This matter arose on March 29, 1957, almost five months 
ago. The importance of the matter to the entire labor movement 
requires that the question before this Committee be resolved without 
further delay. Certainly nothing in the charges or this report seeks 
to indict the membership of this Union, and their interests can best 
be served by making known the findings of this Committee as quickly as 
possible. The membership of this Union as well as organized labor 
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generally have a tremendous stake in finding out as promptly as possible 
whether they have been imposed upon by corrupt influences dominating 
their Union. 


As to any further delay, we think our review of the proceedings as 
set forth above makes it clear that the Committee has given the Union 
sufficient time and every opportunity to answer or explain the charges 
against it. The Union seems to make some point of the fact that Supple- 
ment No. 2 was not delivered until August 27, 1957. Supplement 2 was 
completed as soon as practicable after the conclusion of the Senate 
hearings on which it is based. It was delivered to the Union at its 
national headquarters on the day it was completed. There is not a 
single charge in that supplement which was not made and developed in 
public hearings, transcripts of which the Union conceded that it pos- 
sessed. Certainly the Union and the officers involved cannot contend 
that they had insufficient time to answer such charges as they inyolve 
the Union. 


Nor can it seriously be urged that since the Union Executive Board 
was not in session when the Supplement was received, a delay should 
be granted to permit the Executive Board to consider Supplement No. 2. 
This Committee’s proceedings should be of sufficient importance to the 
Union for the Executive Board to have empowered the President or 
some other officer to make an answer to the charges, or if necessary for 
the Executive Board to have convened again to consider the Supplement. 
(Indeed, most of the members of the Union Executive Board were at the 
September 5 hearing.) 


Finally, the entire discussion as to time is irrelevant in light of the 
Union’s position of refusing to respond to the charges made on May 6, 
1957 and on July 24, 1957. It comes, therefore, with ill grace for the 
Teamsters’ Union to urge a delay for Supplement No. 2 so long as they 
continue to assert that they will not respond to any charges. 


We think the Teamster Union position as stated to this Committee 
completely ignored the constitutional obligation imposed upon the Union 
to keep its house clean of corrupt influences. 


Summary of Findings 


The evidence shows, and we have found, that President Beck, Vice 
President Brewster, and Vice President Hoffa used union funds for per- 
sonal purposes. 


The evidence shows, and we have found, that President Beck and 
Vice President Hoffa used their official union position for personal 
profit and advantage, frequently to the direct detriment of the Team- 
ster Union membership. 


The evidence shows and we have found that Vice President Brewster 
and Vice President Hoffa engaged in improper activities relating to 
health and welfare funds. ' 


The evidence shows, and we have found, that the Teamsters’ Union 
has failed to take action with respect to responsible union officials, includ- 
ing Vice President Brennan, convicted of accepting a bribe from an em- 
ployer, who have engaged in corrupt activities offensive to trade union 
morality or against whom serious charges of that nature are pending. 
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The evidence shows, and we have found, that the Teamsters’ Union 
failed to investigate whether President Beck and other Teamsters’ Union 
officials invoked the Fifth Amendment to conceal personal corruption in 
the conduct of union affairs. 

The evidence shows, and we have found, that President Beck and the 
Teamsters’ Union failed to comply with the provisions of the AFL-CIO 
Ethical Practices Code No. 1 with respect to local union charters. 


The evidence shows, and we have found, that Vice President Hoffa 
associated with, sponsored, and promoted the interests of notorious labor 
racketeers. 

We therefore must conclude that the unrefuted and unanswered evi- 
dence shows that the Teamsters Union has been and continues to be 
dominated or substantially influenced by corrupt influences. We think 
the 1,400,000 members of the Teamsters Union want and are entitled to 
have a clean union. 


Conclusion 


For the reasons set forth in this report, the Ethical Practices Com- 
mittee concludes that the International Brotherhood of Teamsters, Chauf- 
feurs, Warehousemen and Helpers of America does not meet the standards 
for ethical union practices set forth in the AFL-CIO Constitution. 


Respectfully submitted, 
S/ Albert J. Hayes, Chairman 
S/ George M. Harrison 
S/ David Dubinsky 
S/ Jacob Potofsky 
S/ Joseph Curran 


Resolution by Executive Council 


on 
International Brotherhood of Teamsters, 


Chauffeurs, Warehousemen and Helpers 


of America 
‘New York City, New York, September 25, 1957 


The Executive Council of the AFL-CIO, having given full considera- 
tion to the Report of the Ethical Practices Committee regarding the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America, notes that the International Union has not seen fit to 

* accept the invitation to be heard before the Executive Council concerning 
this matter, just as the International Union has refused from the very 
start of the investigation herein to participate fully in the hearings before 
the Ethical Practices Committee, and 
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RESOLVES: 


1. That the Report of the Ethical Practices Committee to the AFL- 
CIO Executive Council regarding the International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen and Helpers of America is 
approved and adopted by the Executive Council; 


2. The Executive Council finds and concludes that the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers of 
America is dominated, controlled or substantially influenced in the conduct 
of its affairs by corrupt influences, in violation of the Constitution of the 
AFL-CIO; 

3. The Executive Council, in accordance with the powers vested in it 
by the Constitution of the AFL-CIO hereby orders and directs the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America: 


(I) To correct the abuses set forth in the Report of the Ethical 
Practices Committee, and 

(II) To eliminate corrupt influences from the Union and to 
remove and bar from any position or office, either appointive or elec- 
tive, in the International Union or any of its subordinate bodies, those 
who are responsible for these abuses. 


4. The Executive Council notes the statement in the letter dated 
September 20, 1957; from the International Union to President George 
Meany that this entire matter will be submitted to the Union’s forthcoming 
convention for its consideration and assumes that this includes submission 
to the convention of the Report of the Ethical Practices Committee and 
this directive. 

5. The Executive Council directs the International Brotherhood of 
Teamsters, Chauffeurs, Warehousemen and Helpers of America, to 
report to the satisfaction of the Executive Council, at a special meeting 
called for this purpose on October 24, 1957, the steps taken to comply 
with the foregoing directive. 


Resolution by Executive Council 


on 
International Brotherhood of Teamsters, 


Chauffeurs, Warehousemen and Helpers 


of America 


Washington, D. C., October 24, 1957 


On September 25, 1957, the Executive Council of the AFL-CIO, having 
given full consideration to the report of the Ethical Practices Committee 
regarding the International Brotherhood of Teamsters, Chauffeurs, Ware- 
housemen and Helpers of America, found and concluded that the Inter- 
national Brotherhood is dominated, controlled or substantially influenced 
in the conduct of its affairs by corrupt influences, in violation of the Con- 
stitution of the AFL-CIO. The Council, in accordance with the powers 
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vested in it in such cases by Article VIII, Section 7, of the AFL-CIO Con- 
stitution, directed the International Brotherhood of Teamsters to correct 
the abuses set forth in the report of the Ethical Practices Committee, to 
eliminate corrupt influences from the Union and to remove and bar from 
any position or office, either appointive or elective in the International 
Union, or any of its subordinate bodies, those who are responsible for 
these abuses. 


In its September 25 resolution, the Council noted the statement from 
the Teamsters Union to President George Meany that this entire matter 
would be submitted to the Union’s forthcoming convention and directed 
the International Brotherhood to report to the Executive Council on 
October 24, 1957, as to the steps taken to comply with its directions. 


The International Brotherhood of Teamsters held a convention in the 
week of September 30, 1957, at Miami Beach. The Council notes that at 
that convention, according to published reports, certain actions were taken. 
Among those actions were the following: 


1. The Report of the Ethical Practices Committee was read to 
the Convention but, immediately thereafter, was expunged from its 
minutes. 


2. A motion from the floor of the convention that the Union 
undertake its own investigations of the matters referred to in the 
findings of the Ethical Practices Committee was rejected. 


3. An investigation was apparently ordered with respect to the 
so-called “paper locals” in the New York area, but no investigation 
and no proceedings were begun with respect to officials of the Team- 
sters Union, including President Dave Beck and Vice Presidents 
Sidney Brennan and Frank Brewster, who were found by the Ethical 
Practices Committee to have engaged in corrupt practices. 


4. Other officials of the Teamsters Union who were involved in 
the matters set forth in the report of the Ethicai Practices Committee 
were not only retained in office but were promoted. Among these 
were Vice President James Hoffa, who was found by the Ethical 
Practices Committee to have engaged in corrupt activities and was 
elected President of the International Brotherhood; John O’Rourke, 
who as President of Joint Council No. 16 invoked the Fifth Amend- 
ment with respect to questions of improper activities and was elected 
as a Vice President; and Owen Brennan, who was a partner of Hoffa’s 
in many of the activities found by the Ethical Practices Committee to 
be improper and recently invoked the Fifth Amendment before the 
McClellan Committee, and who was also named as Vice President 
by the International Brotherhood. 


5. The Convention did not take any action to amend the constitu- 
tion of the Teamsters Union to accord with the principles set forth in 
the Ethical Practices Codes adopted by the Executive Council with 
respect to union democratic practices. 


The actions of the convention of the International Brotherhood of 
Teamsters constitute without question a rejection of the “basic principle” 
set forth in Article VIII, Section 7, of the AFL-CIO Constitution “of this 
Federation that it must be and remain free from any and all corrupt 
influences,” as well as a defiance of the Executive Council of the AFL-CIO. 
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Taken as a whole, the actions of the convention imply an adherence to the 
principles of corrupt rather than the principles of free and honest trade 
unionism. 


In accordance with the power vested in it by Article VIII, Section 7 of 
the Constitution, the Executive Council therefore directs that the Inter- 
national Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America shall stand immediately suspended from the AFL-CIO. 
Such suspension shall be lifted if and when the International Brotherhood 
of Teamsters shall agree: 


(a) To remove and bar from office in the International Union those 
named by this Executive Council in its September 25th report as being 
responsible for the abuses referred to in that report. 


(b) That a Special Committee appointed by the Executive Council, 
and assisted by such representative or representatives as may be appointed 
by the President, shall be given authority to direct such actions as the 
Committee deems appropriate to correct the abuses set forth in the other 
corrupt influences from the International Brotherhood and to insure com- 
pliance with the AFL-CIO Constitution, the Codes of Ethical Practices 
adopted by the Executive Council, and the directives of the Executive 
Council in this matter. 


In the event the International Brotherhood of Teamsters fails 
promptly to consent to the conditions set forth above the Executive Council 
will recommend to the forthcoming convention of the AFL-CIO that the 
International Brotherhood of Teamsters be expelled from the AFL-CIO. 


We exceedingly regret the necessity for this action. We acutely 
recognize that it is no light matter to suspend from affiliation America’s 
largest trade union. However, we are sworn to uphold the AFL-CIO’s 
Constitution. The Constitution requires and the 1,400,000 members of the 
Teamsters Union are entitled to have a clean union. 


This action of the Executive Council puts the ultimate fate of the 
Teamsters Union squarely in the hands of the leadership of that Union. 
The suspension can be lifted at any time that the Union complies with the 
Council’s directive to eliminate corrupt influences from positions of 
leadership. 
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Ethical Practices Committee Interim Report 
on 
Bakery and Confectionery Workers 


International Union of America 
Chicago, Illinois, August 13, 1957 


On March 15, 1957, President George Meany, in accordance with 
Article VIII, Section 7 of the AFL-CIO Constitution and the resolution on 
procedures adopted by the AFL-CIO Executive Council in June 1956, 
requested the Ethical Practices Committee to conduct a formal investi- 
gation to determine whether the Bakery & Confectionery Workers Inter- 
national Union of America is “dominated, controlled, or substantially 
influenced in the conduct of its affairs by any corrupt influence.” 


The Ethical Practices Committee, after a preliminary inquiry, there- 
upon determined to conduct a formal investigation into whether the 
Bakery & Confectionery Workers International Union of America is 
dominated, controlled or substantially influenced in the conduct of its 
affairs by any corrupt influence. 


The Committee then proceeded to undertake and has conducted such 
investigation in accordance with the AFL-CIO Constitution and the reso- 
lution of the AFL-CIO Executive Council governing procedures. 


A hearing in connection with this investigation was held by the 
Ethical Practices Committee on May 7, 1957, at the Headquarters of 
the AFL-CIO, 815 Sixteenth Street, N.W., Washington 6, D. C. Prior to 
the hearing, all interested parties were served with a preliminary report 
summarizing the principal data and materials which were deemed relevant 
to the Committee’s investigation. 


At the hearing of May 7, 1957, testimony was presented to the Com- 
mittee. 

A further hearing in connection with the investigation was held by the 
Ethical Practices Committee on July 31 and August 1, 1957. Prior to this 
hearing a supplement to the preliminary report, prepared by the staff of 
the Ethical Practices Committee, was served upon the interested parties. 


At the hearing before the Committee on July 31 and August 1, 1957, 
further testimony was heard by the Committee. 


Upon the conclusion of the hearing on August 1, 1957, all interested 
parties were given the opportunity to file briefs and supplementary state- 
ments with the Committee within ten days after receiving the stenographic 
transcripts of the testimony. 


Upon receipt of these briefs and statements the Committee will pre- 
pare and file with the Executive Council its report in this matter. 
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Report of Ethical Practices Committee 
on 
Bakery and Confectionery Workers 


International Union of America 
September 16, 1957 


The Constitution of the American Federation of Labor and Congress 
of Industrial Organizations contains the following provisions: 


ith “The objects and principles of this Federation are: 
oe. “To protect the labor movement from any and all corrupt influ- 


ences and from the undermining efforts of communist agencies and 


= all others who are opposed to the basic principles of our democracy 
lly and free democratic unionism.” (Article II, Section 10.) 

“It is a basic principle of this Federation that it must be and 
re- remain free from any and all corrupt influences and from the under- 
the mining efforts of communist, fascist or other totalitarian agencies 

is who are opposed to the basic principles of cur democracy and of free 
its and democratic trade unionism. The Executive Council, when re- 
quested to do so by the President or by any other member of the 
Executive Council shall have the power to conduct an investigation, 
uch directly or through an appropriate standing or special committee 
'SO- appointed by the President, of any situation in which there is 
reason to believe that any affiliate is dominated, controlled or sub- 
stantially influenced in the conduct of its affairs by any corrupt 
the influence, or that the policies or activities of any affiliate are con- 
of sistently directed toward the advocacy, support, advancement or 
* to achievement of the program or of the purposes of the Communist 
ort Party, any fascist organization or other totalitarian movement. 
ant Upon the completion of such an investigation, including a hearing if 
requested, the Executive Council shall have the authority to make 
om- recommendations or give directions to the affiliate involved and shall 
have the further authority, upon a two-thirds vote, to suspend any 
affiliate found guilty of a violation of this section. Any action of 
the the Executive Council under this section may be appealed to the 
this convention, provided, however, that such action shall be effective 
r of when taken and shall remain in full force and effect pending any 
ties. appeal.” (Article VIII, Section 7.) 
957, “The Committee on Ethical Practices shall be vested with the 
duty and responsibility to assist the Executive Council in carrying 
sted out the constitutional determination of the Federation to keep the 
-ate- Federation free from any taint of corruption or communism, in 
phic accordance with the provisions of this constitution.” (Article XIII, 
Section 1 (d).) 
pre- At the First Constitutional Convention of the AFL-CIO, a Resolu- 


tion was adopted on “Ethical Practices.” This Resolution declared in 
part: 
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“. . . By the adoption of the Constitution of the American 
Federation of Labor and Congress of Industrial Organizations, the 
American labor movement has clearly accepted the responsibility 
for keeping its own house in order and to protect the movement 
‘from any and all corrupt influences and from the undermining 
efforts of Communist agencies and all others who are opposed to the 
basic principles of our democracy and free and democratic unionism.’ 
Only by their whole-hearted dedication to this constitutional objective 
can labor unions meet their obligations to their memberships. Fail- 
ure to meet these responsibilities can only result in governmental 
assumption of what are properly trade union functions. Reliance on 
the agencies of government for keeping our movement free from the 
infiltration of racketeers, crooks, Communists, Fascists and other 
enemies of free democratic unionism would constitute a threat to the 
independence and freedom of the entire movement; 


“Now, therefore, be it resolved: 


“1. The First Constitutional Convention of the AFL-CIO calls 
upon its affiliated national and international unions to take whatever 
steps are necessary within their own organizations to effect the 
policies and ethical standards set forth in the constitution of the 
AFL-CIO. When constitutional amendments or changes in internal 
administration procedures are necessary for the affiliated organi- 
zations to carry out the responsibilities incumbent upon autonomous 
organization, such amendments or changes should be undertaken 
at the earliest practicable time. 


“2. This First Constitutional Convention of the AFL-CIO pledges 
its full support, good offices, and staff facilities of the AFL-CIO 
Committee on Ethical Practices to all national and international 
unions in their efforts to carry out and put into practice the consti- 
tutional mandate to keep our organization ‘free from any taint of 


,” 


corruption or Communism’. 
In June 1956 the AFL-CIO Executive Council adopted a Resolution 


on Procedures which authorized the Committee on Ethical Practices, 


“to conduct formal investigations, including a hearing if requested, 
on behalf of the Council, into any situation in which there is 
reason to believe an affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence and in 
which such formal investigation is requested by the President or 
any member of the Executive Council.” 


The Committee was directed to 


“report to the Executive Council the results of any such investigation 
with such recommendations to the Council as the Committee deems 
appropriate.” 


The Resolution further authorized the Committee, 


“upon its own motion or upon the request of the President, to make 
such preliminary inquiries as it deems appropriate in order to ascer- 
tain whether any situations exist which require formal investigation. 
The Committee will report to the Executive Council as to any situ- 
ations in which it believes that formal investigation is required or 
desirable and shall undertake such formal investigation as provided 
in paragraph 1 of this resolution.” 
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Finally, the Ethical Practices Committee was directed 


“to develop a set of principles and guides for adoption by the AFL- 
CIO in order to implement the constitutional determination that the 
AFL-CIO shall be and remain free from all corrupt influences. Upon 
the development of such recommended guides and principles, they 
shall be submitted by the Committee to the Executive Council for 
appropriate action.” 


Pursuant to the AFL-CIO Executive Council’s Resolution on Proced- 
ure, six Ethical Practices Codes have been developed by the Ethical Prac- 
tices Committee and approved by the Executive Council, in order to 
implement the provisions of the AFL-CIO Constitution expressing the 
determination of the American Federation of Labor and Congress of 
Industrial Organizations that the Federation “must be and remain free 
from any and all corrupt influences” (Article VIII, Section 7). The prin- 
ciples enunciated in these Codes are designed to serve as guides to assist 
national and international unions affiliated with the AFL-CIO, and their 
officers, representatives, and employees in carrying out their responsibil- 
ities under the AFL-CIO Constitution. They exemplify long-established 
rules of trade union morality and conduct. 


Among these principles is the obligation of each national and inter- 
national union affiliated with the AFL-CIO “to see to it that it is free of all 
corrupt, communist or fascist influences.” This duty is not placed on 
unions by law, but is a responsibility that rests upon them “by the AFL- 
CIO Constitution and by the moral principles that govern the trade union 
movement.” It requires them, “through appropriate constitutional or ad- 
ministrative measures and orderly procedures, to insure that no persons 
who constitute corrupt influences or practices or who represent or support 
communist, fascist or totalitarian agencies should hold office of any kind 
in such trade unions or organizations.” (AFL-CIO Ethical Practices Code 
III.) 


Another principle that has long been recognized as a basic guide for 
trade union conduct is that “no responsible trade union official should have 
a personal financial interest which conflicts with the full performance of 
his fiduciary duties as a workers’ representative.” This is because “‘a trade 
union official holds a position comparable to that of a public servant” and 
“has a high fiduciary duty not only to serve the members of his union 
honestly and faithfully, but also to avoid personal economic interest which 
may conflict or appear to conflict with the full performance of his respon- 
sibility to those whom he serves.” (AFL-CIO Ethical Practices Code IV.) 


The trade union movement has long recognized that trade union 
leaders, like public servants, “must accept certain limitations upon their 
private activities which result from the nature of their services.” The 
movement is of such a nature, and the responsibilities which its leaders 
must accept are such, as to “make the strictest standards with respect to 
any possible conflict of interest properly applicable.” (AFL-CIO Ethical 
Practices Code IV.) 


There is another basic principle that the AFL-CIO Ethical Practices 
Codes have recognized. This is that a union “is not a profit-making insti- 
tution but a democratic organization with definite social aims and princi- 
ples.” The union’s funds are “held in trust for the benefit of the member- 
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ship” and are to be used in such a way as to advance “the basic function 
of the union, which is to devote its resources to representing its members, 
honestly and faithfully.” Because a union is a democratic organization 
“the members of the union are entitled to assurance that the union’s funds, 
which are their funds, are not dissipated.” They are also entitled to be 
“reasonably informed as to how the funds of the organization are being 
used or invested” and “their delegated representatives in the union’s 
governing body and conventions should have the power and responsibility 
to oversee the expenditure of the union’s monies so that the members can 
be guaranteed that funds are expended solely for the purposes for which 
the organization exists.” Finally, as set forth in the Resolution on Ethical 
Practices adopted by the First Constitutional Convention of the AFL-CIO, 
each national and international union affiliated with the AFL-CIO “has 
¢learly accepted the responsibility for keeping its own house in order and 
to protect the movement ‘from any and all corrupt influences and from the 
undermining efforts of communist agencies and all others who are opposed 
to the basic principles of our democracy and free and democratic 
unionsim’.” (AFL-CIO Ethical Practices Code V.) 


Charges and Hearings Within the 
Bakery and Confectionery Workers’ Union 


On March 3, 1957, Secretary-Treasurer Curtis R. Sims filed charges 
within the Bakery and Confectionery Workers International Union of 
America against President James G. Cross and Vice President George 
Stuart, alleging that these officials had misused the funds of the Union and 
of the Union’s health and welfare plan for their own personal purposes 
and advantage and that they had mismanaged the affairs of the Union and 
brought it into disrepute. The filing of these charges and the substance of 
the charges themselves were given widespread publicity in the daily press 
throughout the country. 


Secretary-Treasurer Sims also demanded that a special meeting of the 
Union’s General Executive Board be called to adopt procedures for the 
trial of International officers of the Union, in accordance with a mandate of 
the Union’s 25th Convention held in San Francisco, California, in October 
1956, so as to enable prompt and proper processing and trial of the charges. 
Accordingly, the Union’s General Executive Board was called to meet in 
special session in Washington, D. C., on March 6, 1957, to adopt appropri- 
ate trial procedures and to consider what action to take on Secretary- 
Treasurer Sims’ charges. 


At its meeting on March 6, 1957, the Union’s General Executive Board 
adopted a code of trial procedure. Although President Cross and Vice 
President Stuart were entitled under the code to twenty days’ notice of a 
hearing, they waived this right and called upon the Board to proceed 
immediately with a hearing on the charges against them. President Cross 
at the same time filed charges against Secretary-Treasurer Sims. 


A hearing on Secretary-Treasurer Sims’ charges was held before the 
General Executive Board, sitting as a hearing body, on March 7 and 8, 
1957. After hearing the oral and documentary evidence offered by Sims 
in support of his charges and answers by President Cross and Vice Presi- 
dent Stuart to each of the specific charges, the Board found President 
Cross and Vice President Stuart not guilty. Thereafter, the Board 
adopted a resolution suspending Sims as Secretary-Treasurer. The suspen- 
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sion was temporary, and Sims was to continue on full pay, pending the 
outcome of consideration by the Board of President Cross’ charges. A 
hearing on these charges was set for March 27, 1957, when the Board was 
scheduled to hold its regular semi-annual meeting. 


Following the meeting and hearing before the Union’s General Exec- 
utive Board on March 6-8, 1957, President Meany placed before the AFL- 
CIO Ethical Practices Committee certain documents and cther material 
and requested the Committee to conduct an investigation to determine 
whether the Union is “dominated, controlled, or substantially influenced 
in the conduct of its affairs by any corrupt influence.” This Committee on 
March 15, 1957, held a preliminary hearing in this case, as more fully 
described below. 


On March 27, 1957, the Union’s General Executive Board again sitting 
as a hearing body, heard President Cross in support of his charges and 
Sims’ response thereto. After hearing both parties, the Board found Sims 
guilty of the charges against him. The Board decided to continue Sims’ 
suspension as Secretary-Treasurer, reserving decision on “the final pen- 
alty, if any, to be imposed.” The Board also decided to “reconvene within 
three months on a call of a majority of the Board at a time and place the 
majority of the Board determines by mail or ballot, at which meeting final 
decision on such penalty, if any, should be made.” 


On April 1, 1957, the Union announced that Stuart had resigned as 
Vice President and Director of Organization of the Union. He continues, 
however, to be a member of the Union. 


Hearings Before the Senate Committee 


As a result of the widespread publicity attending the filing of 
Secretary-Treasurer Sims’ charges against President Cross and President 
Cross’ charges against Secretary-Treasurer Sims, and the actions of the 
Union’s General Executive Board clearing President Cross and suspending 
Secretary-Treasurer Sims, the situation in the Bakery Workers’ Union 
became a matter of interest to the Senate Select Committee to Investigate 
Improper Activities in the Labor or Management Field (the McClellan 
Committee). Following a preliminary inquiry the Senate Committee 
determined to undertake a formal investigation of the situation. 


In the course of its investigation the Senate Committee subpoenaed 
substantial portions of the Union’s financial and other records. Documents 
from the Union’s files in Secretary-Treasurer Sims’ possession were also 
subpoenaed. Committee investigators visited the Union’s headquarters, 
went through its files, and questioned President Cross, Secretary-Treasurer 
Sims, and other International and Local officers and employees. 


Public hearings were held by the Senate Committee on June 6, 7, 
18-20, and July 16 and 17, 1957. A total of twenty-two witnesses were 
heard, and a considerable number of documentary exhibits were included 
in the record. Among the witnesses were President Cross, Secretary- 
Treasurer Sims, other International officers of the Bakery Workers’ Union, 
officers of a number of local bakery unions, and investigators for the Com- 
mittee. All of these witnesses testified freely and fully. 


Two witnesses invoked the Constitutional protection of the Fifth 
Amendment to the United States Constitution. Neither of these witnesses, 
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however, was connected with the Union in an official capacity at the time 
of their appearance before the Senate Committee. 


Much of the information brought out in the Senate Committee’s hear- 
ings simply restated or elaborated upon materials brought out in the 
March 7 and 8 and March 27, 1957, hearings before the Union’s General 
Executive Board. The Senat Committee hearings produced evidence, 
however, which in some respects contradicted the data presented in the 
General Executive Board’s hearings. Certain additional matters which 
appear to be pertinent to this report were also brought to light. 


Hearings Before the Ethical Practices Committee 


As has already been mentioned, after the conclusion of the hearing 
before the Bakery Workers’ Union’s General Executive Board on March 7 
and 8, 1957, President Meany requested the Ethical Practices Committee 
to conduct an investigation to determine whether the Union is “dominated, 
controlled, or substantially influenced in the conduct of its affairs by any 
corrupt influence.” In response to President Meany’s request, the Commit- 
tee thereupon proceeded to undertake a preliminary inquiry into the 
matter in accordance with the AFL-CIO Constitution, the Convention 
Resolution on Ethical Practices, and the Resolution on Procedures adopted 
by the AFL-CIO Executive Council in June 1956. It invited President 
Cross, the Union’s Counsel, and Secretary-Treasurer Sims and his attorney 
to appear separately before the Committee at an informal preliminary 
hearing on March 15, 1957. Both President Cross and Secretary-Treasurer 
Sims and their respective counsel accepted this invitation, voluntarily made 
statements to the Committee, and answered questions propounded to them 
by the Committee and its counsel. At the conclusion of this informal 
hearing on March 15, President Cross and Secretary-Treasurer Sims each 
indicated he would gladly furnish any additional information and docu- 
ments requested by the Committee. 


The Committee has previously reported to the Executive Council that, 
upon the basis of its preliminary inquiry, it determined to conduct a formal 
investigation in this case. 


On March 22, the Chairman of the Committee requested President 
Cross to furnish certain additional information and documents. Material 
relating to the Bakery and Confectionery Workers’ International Union 
and Industry National Welfare and Pension Funds and certain other 
information were forwarded to the Committee on April 1 by the General 
Counsel of the Union. On April 2, he sent to the Committee a copy of the 
transcript of the Union’s General Executive Board’s meeting on March 6 
and of its March 7 and 8 hearing and additional documents relating to 
the Union’s 25th Convention. The General Counsel of the Union also 
forwarded copies of the resolution approved during the Board’s March 
1957 session approving the AFL-CIO Codes of Ethical Practices, and 
its Code of Trial Procedures. 


On April 5, the Chairman of the Committee wrote President Cross 
acknowledging receipt of these documents, but pointing out that other 
information requested by the Committee had not been forthcoming and 
asking that it be furnished on or before April 15. On April 16, Counsel 
for President Cross forwarded to the Committee some of the documents 
and information that the Committee had requested on March 22. He 
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stated however, that other requested information was not available as a 
result of the investigation of the conduct of the Union’s affairs by the 
McClellan Committee. 


Copies of the transcript of the hearing held on March 27 by the 
Union’s General Executive Board on President Cross’ charges against 
Secretary-Treasurer Sims were forwarded by the Union’s General 
Counsel to the Committee and each member thereof on April 11. 


On April 5, the Committee informed the Union, President Cross, 
Secretary-Treasurer Sims, and Vice President George Stuart that the 
Committee would hold a hearing, if requested in connection with its 
formal investigation, on Tuesday, May 7, 1957. 


Secretary-Treasurer Sims, in a letter to the Committee dated April 
10, 1957, formally requested a hearing and indicated his ability to be 
present on May 7. 


Similarly, Counsel for President Cross, in a letter to the Committee 
dated April 15, 1957, also formally requested a hearing on behalf of 
President Cross. He raised certain objections, however, to the holding of 
a hearing on May 7, including the unavailability of certain information 
requested by the Committee. These objections were answered in a letter 
by the Chairman of the Committee, dated April 23, 1957, in which it was 
stated that, if President Cross would not be prepared on May 7 to 
furnish all of the additional material requested, his Counsel’s letter of 
April 15 giving the reasons for his inability to do so and his request for 
a delay to enabie him to do so would be presented to the Committee. 
Additional correspondence and information were submitted to the Com- 
mittee by Counsel for President Cross concerning his efforts to obtain 
the additional information desired by the Committee. 


Preliminary Staff Report 


Prior to the hearing before the Ethical Practices Committee on May 
7, 1957, a Preliminary Staff Report was prepared by the staff of the 
Committee. This Report stated that: 


“As a result of the Committee’s preliminary investigaticn to 
date and without prejudging the case, matters disclosed in recent 
proceedings on charges within the Union, as well as other matters, 
seemed to the Committee to constitute sufficient cause, under its 
existing mandates, to undertake on behalf of the Executive Council 
a formal investigation. These matters are based upon the record of 
proceedings within the Union with respect to the charges preferred 
by Secretary-Treasurer Sims and other information available to 
the Committee.” 


Available information as of May 7, 1957, based primarily on the 
transcripts of the hearings before the Union’s General Executive Board, 
was summarized in the Report: 


(1) The Preliminary Staff Report summarized information that had 
been brought to light on alleged expenses totalling more than $10,000 
which were paid to Vice President Stuart from the funds of Chicago 
Local No. 100 as shown by the Local’s day-book records. This was 
during a period in 1955 when Vice President Stuart was trustee of 
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Local No. 100, the Local having been placed under trusteeship by the 
Union’s General Executive Board in January 1955. The Report stated 
that President Cross denied having received any of the funds in question. 
Local unions under trusteeship, he argued, should carry their share of 
organizing expenses even when they are under trusteeship. Former Vice 
President Stuart, the Report stated, took the position that the funds 
were used to straighten out a very bad pre-existing situation in Local 
No. 100 and that various questionable expenditures shown on the Union’s 
books were purchased for use by the Union and not for his personal use 
or for the benefit of himself or President Cross. 


According to the Report, the daybook of Local No. 100 also showed 
a payment of $13,100.18 from funds of the Local to Teamsters Joint 
Council No. 48 in Detroit, Michigan on December 29, 1955. It was 
charged by Secretary-Treasurer Sims that this sum was used to purchase 
a Cadillac car each for President Cross and Vice President Stuart. The 
evidence indicated, as set forth in the Report, that two such cars were 
purchased through Teamsters Joint Council No. 43 and that the price 
of these cars was $13,100.18. President Cross contended that the car 
he received was a gift of the Joint Board representing the various bakery 
and confectionery locals in Chicago. Vice President Stuart contended 
the money was used for a joint organizing drive by the Bakery Workers’ 
Union and Teamsters Joint Council No. 43 against the United Biscuit 
Company in Chicago. The Report pointed out that this claim had been 
directly challenged by Vice President DeConcini who had been in charge 
of the United Biscuit Company organizing drive but that President 
Cross had stated that, to his personal knowledge, it was true. The Report 
also referred to evidence on the expenditure of $2,143.67 each, or a total 
of $4,287.34, from funds of Locals Nos. 100 and 300 in April 1956 for 
the purchase of a Cadillac car as a “presentation to Cross.” Evidence 
was also referred to showing an application for title to a Cadillac car 
filed with the District of Columbia in June, 1956, by Vice President 
Stuart. 


(2) The Preliminary Staff Report set forth information showing 
that personal telephone calls charged to and paid for by the Union and 
Industry Welfare Fund and the International Union, totalling some 
$2,700, had been made by President Cross during the period from April 1, 
1955 through November, 1956 to Los Angeles, California, allegedly to an 
individual who, it was stated, had no connection with the Union. The 
Report stated that there was also evidence that President Cross had 
made his Union telephone credit card available to persons not con- 
nected with the Union. President Cross, the Report added, had reim- 
bursed the Union and Industry Welfare Fund in the amount of $476.00 
for telephone calls charged to this Fund, but had not reimbursed the 
Union. President Cross contended, according to the Report, that the 
Union “has paid for the top officers’ telephone calls—personal calls— 
since I have been around it in 1939 in the General Office.” The Report 
stated, however, that Secretary Sims contended that the charging of 
such calls was not permitted before the Union headquarters were moved 
to Washington and that he had paid for all his own personal telephone 
calls. 

(3) The Preliminary Staff Report discussed vouchers submitted by 
President Cross during the period from June 1, 1955, through May 18, 
1956, totalling some $30,000. Specific reference was made to expenses 
incurred by President Cross as follows: $2,500 during the AFL-CIO 
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Executive Council meeting in Miami Beach, Florida, in February, 1956; 
$1,400 during the meeting of the Executive Board of the Industrial 
Union Department, AFL-CIO, in Denver, Colorado, in July 1956; $4,000 
during the AFL-CIO Executive Council meeting in January 1957; and 
$2,100 for a “trip to Paris.” President Cross took the position, according 
to the Preliminary Staff Report, that his expenses were not excessive 
considering his responsibilities and duties as president of the Union and 
that all of his expenses had been incurred for the primary benefit of the 
Union. There was also evidence, according to the Preliminary Staff 
Report, concerning a $200 Western Union money order sent from Miami, 
Florida, on March 6, 1956, on order of President Cross to the individual 
in Los Angeles who has previously been referred to, and the use of 
Union funds to purchase an airline ticket for the same individual from 
Los Angeles to Portland, Oregon, in October 1955 at a time when a 
district Bakery Union conference was being held in that city. 


(4) The Preliminary Staff Report set forth information concern- 
ing certain alleged financial relationships between President Cross and 
a Mr. Martin Philipsborn. This information had, in the main, been 
supplied to the Committee by counsel to President Cross by letter dated 
April 16, 1957. It was brought out that President Cross had financed 
the purchase of his home in Chicago through a loan obtained from 
H. F. Philipsborn & Company of that city. According to President Cross, 
however, the loan in question was an FHA guaranteed loan and had no 
special significance, since H. F. Philipsborn & Company had been in 
the mortgage banking business for over 50 years. The Report also set 
forth information indicating that Martin Philipsborn had, since 1939, 
been the owner of Zion Industries, Inc., consisting of a biscuit plant, a 
candy plant and certain other industries and services, in Zion City, 
Illinois. In 1948 the business was sold to New York University. Although 
Martin Philipsborn did not thereafter own any of the common stock of 
the Company, Philipsborn’s son was in active charge of the manage- 
ment of Zion Industries, Inc., and Philipsborn himself had a contract 
with an annual retainer from New York University. As further evidence 
of his continuing interest in the Company, the Report indicated, Philips- 
born managed to visit Zion City, Illinois, at least once a year. 


The Preliminary Staff Report further recited that President Cross 
and his family had been personal friends of Martin Philipsborn since 
1939 or 1940. In August 1956 when President Cross was endeavoring to 
purchase a home in West Palm Beach, Florida, costing $67,500, he 
obtained from Philipsborn a loan of $40,000 to assist him in negotiating 
the purchase. The loan was secured by a promissory note dated Sep- 
tember 4, 1956, calling for repayment in annual installments commenc- 
ing with September 4, 1957, the rate of interest to be 4% payable semi- 
annually or annually as the borrowers might prefer. Follewing initiation 
of this investigation, President Cross evidently decided to repay the 
loan as soon as possible. As of April 15, 1957, according to the Report, 
President Cross made repayments totalling $30,000. He had been enabled 
to do so, the Report stated, (a) through the pledge of securities having 
a present market value of $19,000 as collateral for a loan of $16,000 
from the National Bank of Washington and (b) through the furnishing 
of “acceptable and sufficient collateral, pledged by a personal friend, 
an official of his Union” as security for a loan of $14,000 from the 
National Bank of Washington. As of April 15, 1957, the Report stated, 
President Cross was endeavoring to sell the West Palm Beach residence. 
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This was mainly to clear up any suspicions, however groundless, arising 
out of the transaction. counsei stated. 


(5) The Preliminary Staff Report also discussed allegations that 
President Cross had falsely denied to the Union’s 25th Convention in 
San Francisco in October 1956 that in the early morning of October 
21, 1956, he personally was present and participated in a disturbance 
in a hotel room involving officers and delegates to the Convention, that 
in fact both President Cross and Vice President Stuart were present 
and participated in the disturbance, and that in January 1957 President 
Cross had caused charges to be preferred against participants in the 
disturbance who were his political opponents within the Union based 
on reasons known to him to be without foundation and on an alleged 
investigation that had never, in fact, been made. The Preliminary Staff 
Report pointed out that a San Francisco Grand Jury had investigated 
the disturbance but, after three days of interrogation of Union officials, 
including President Cross and Vice President Stuart, and delegates to 
the Union’s Convention, concluded it was unable to hand down any 
indictment. The case, its report said, was one of simple assault, not a 
felony, and it, therefore, had no authority to indict. The Grand Jury’s 
report also expressed the opinion that the case was “rampant with 
perjury,” but, after requesting the San Francisco District Attorney to 
endeavor to uncover additional evidence to prove who had committed 
perjury and hearing additional testimony on this subject, the Grand 
Jury concluded that the evidence was not sufficient to enable it to find 
an indictment for perjury against anyone. The Report also stated that 
President Cross had continued to deny participating in the disturbance 
and that he had told the Union’s General Executive Board that his oppo- 
nents in the Union were endeavoring to hold him responsible for the 
incident without any foundation whatsoever. 


Finally, the Preliminary Staff report made clear that, aside from the 
situation involving personal telephone calls by President Cross charged 
to the Union and Industry Welfare Fund (since reimbursed, however, 
by President Cross, as heretofore indicated) “no charges have been nor 
has any evidence been presented by any of the parties of misconduct, 
breach of trust, or improper administration in connection with the Union 
and Industry National Welfare and Pension Funds.” 


The Ethical Practices Committee’s May 7 Hearing 


Copies of the Preliminary Staff Report were distributed to the inter- 
ested parties, including President Cross and his Counsel, the Union’s 
General Counsel, and Secretary-Treasurer Sims and his Counsel at the 
opening of the Committee’s hearing on May 7, 1957. The hearing was 
opened by Chairman Albert J. Hayes of the Ethical Practices Com- 
mittee, who read an opening statement. 


In his opening statement Chairman Hayes outlined the basic con- 
stitutional authority of the Committee and its procedures. Chairman 
Hayes made clear that neither the Committee nor the Executive Council 
had made any judgment on the matters involved. “Available informa- 
tion,” he stated, “raised a serious question as to whether there have been 
violations of the standard of trade union ethics prescribed by the AFL- 
CIO Constitution in the manner in which the affairs of this Union were 
conducted.” Chairman Hayes stated that the Committee intended tu 
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conduct the investigation “with due deference to the rights of all parties 
involved so that we may, with fairness but with promptness, fulfill the 
duty with which we are charged of making a report to the Executive 
Council.” 


Chairman Hayes further stated: 


“This is not a trial. This is a trade union hearing. Our procedures 
are flexible and informal. None of the members of the Committee are 
lawyers or judges and formal or technical rules of evidence will not 
be employed to limit the presentation of the facts.” 


Chairman Hayes called attention to the Preliminary Staff Report and 
made clear that the interested parties would have a “full and adequate 
opportunity to respond to those materials.” He also made clear that 


“If any other matters should develop in the course of the investigation 
which the Committee believes should be gone into, notice will be given 
of our intention to investigate those matters and you will be allowed 
adequate time to respond.” 


After the completion of the Committee’s investigation, Chairman 
Hayes stated, the Committee would prepare a report to the AFL-CIO 
Executive Council. Copies of the report, he said, would be given to the 
Union sufficiently in advance of its consideration by the Council to prepare 
a response or objections, if it objects to the report in whole or in part. 
The Union would also, Chairman Hayes added, be given full opportunity 
for a hearing before the Executive Council with respect to any of the 
matters involved in the Committee’s report. 


Chairman Hayes concluded: 


“It is our hope that this investigation can be a cooperative endeavor 
rather than an adversary proceeding. Each member of the Committee, 
you may be assured, is anxious only to develop the full facts and we 
earnestly solicit the cooperation of all parties in an effort to sit down, 
as fellow trade unionists, ard, in an atmosphere of free and full dis- 
closure, examine into the situation.” 


Following Chairman Hayes’ statement the Preliminary Staff Report, 
summarizing the principal subjects of investigation, was read into the 
record. 


Counsel for the Committee also included in the record of the hearing 
copies of correspondence between the Committee and the parties as out- 
lined above; a copy of the AFL-CIO Constitution; a copy of the AFL-CIO 
Policy Resolutions adopted at the Federation’s First Constitutional Con- 
vention in December 1955; a copy of the AFL-CIO Codes of Ethical Prac- 
tices; exhibits relating to the Bakery and Confectionery Workers’ Inter- 
national Union and Industry Welfare and Pension Funds; photostats of 
documents introduced in the Union’s General Executive Board hearings; a 
copy of the transcript of the Board’s hearings on the charges by Secretary- 
Treasurer Sims against President Cross; and a copy of the transcript of 
the Board’s hearing on the charges by President Cross against Secretary- 
Treasurer Sims. 


Following the introduction of these exhibits, Chairman Hayes invited 
Counsel for President Cross and Counsel for Secretary-Treasurer Sims to 
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make any statement they deemed appropriate bearing on the issues before 
the Committee. Counsel for Secretary-Treasurer Sims indicated his readi- 
ness to proceed forthwith. Counsel for President Cross, however, argued 
for postponement on the ground that a great deal of the material required 
by President Cross for his defense, consisting of Union records which had 
either been subpoenaed by the McClellan Committee or in the possession 
of Secretary-Treasurer Sims, was not available to him. He also pleaded 
that the Committee could not at that time render a fair and just decision 
on the issues, since it would be difficult for the Committee to exonerate 
President Cross “when they realize that maybe a month or two months 
from now the McClellan Committee, with its vastly superior power on the 
same charges, may well turn up evidence that would be most embarrass- 
ing to you.” Finally, he warned the Committee against becoming involved 
in what was “really an intra-union fight,” in which a “dissident, minority 
faction” was endeavoring to tear down the leadership of the Union in “a 
masterpiece of a hatchet job.” 


After listening to these opposing points of view on the question of 
whether to proceed with or to postpone the hearing, the Committee decided 
against postponement but agreed that President Cross should have more 
time to prepare his case. The Committee set May 25 as the date for a 
further hearing and invited the parties’ participation in that hearing. 
Chairman Hayes stated that the Committee would take any new factual 
disclosures before the McClellan Committee into account. He pointed out: 
“In other words, if we continue our investigation it does not necessarily 
mean that we will submit a report to the AFL-CIO Executive Council 
before the McClellan Committee has concluded its hearings.” He added: 
“Whether or not we do depends upon whether or not we are convinced that 
we have gathered all of the facts in this situation.” On the question of 
whether or not the Committee was becoming involved in an “intra-union 
fight,” Chairman Hayes made clear that the Committee does not intend to 
become involved in the internal affairs of unions, “excepting where the 
activities that grow out of internal friction and dissention [sic] involve 
corruption or unethical practices or otherwise in violation of the law of 
the Federation or the policies of the Federation.” 


These procedural matters having been disposed of, the Committee 
proceeded with the hearing. Counsel for the Committee invited the inter- 
ested parties to point out any factual inaccuracies in the Preliminary Staff 
Report and to suggest appropriate corrections. A number of such sug- 
gestions for correction were made and have been taken into account, to 
the extent appropriate, in the preparation of this report. 


Additional evidence was presented to the Committee by Secretary- 
Treasurer Sims on the financial relations between President Cross and 
Martin Philipsborn and on Philipsborn’s connection with Zion Industries, 
Inc. It was brought out that President Cross had, in 1955, obtained from 
Philipsborn an earlier short-term loan of $56,700 to finance the purchase 
of his home in Bethesda, Maryland. This was when the Union moved its 
headquarters from Chicago to Washington, D. C. It was also brought out 
that, although Philipsborn no longer had any stock interest in Zion Indus- 
tries, Inc., he was the company’s General Manager, and his son, as assist- 
ant General Manager, was in active charge of the management of its bis- 
cuit and candy plants. 


Evidence was also produced to show that when President Cross 
obtained the $40,000 loan from Philipsborn, to finance the purchase of a 
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home in West Palm Beach, Florida, Zion Industries, Inc. and the Union 
were in the midst of negotiations for a new collective bargaining contract 
covering employees in the biscuit plant. This was in the last summer and 
fall of 1956. When negotiations broke down in September, 1956, the union 
requested and received permission to strike. In October 1956, however, the 
Local was ordered to withhold a strike. Subsequently the employees were 
urged to agree to an extension of the old contract. They refused to do so, 
and as of the date of the Committee’s hearing a new contract for the 
employees of the biscuit plant had not yet been negotiated. The employees 
in the company’s candy plant, it was also testified, were notified in March, 
1957, that the Company had agreed to recognition of the Union as bargain- 
ing representative of the employees of the candy plant. 


Secretary-Treasurer Sims corrected testimony he had given before the 
Union’s General Executive Board concerning the Union’s practice with 
respect to the charging of personal telephone calls. He conceded that the 
Union had paid for such calls even before the Union’s headquarters were 
moved to Washington. He stated, however, that he had paid for his own 
calls since the first few months after the headquarters move. He con- 
tended that, in any case, the Union’s policy of paying for personal tele- 
phone calls was never intended to apply to large sums for telephone calls 
of the character made by President Cross, “when you are making from 
one to five calls a day, up to $60 per day.” 


Evidence was also presented by Secretary-Treasurer Sims to show 
that President Cross was in Detroit, Michigan, on December 28, 1955, in 
connection with the purchase of the two Cadillac cars which have been 
previously referred to. He also presented telephone records indicating 
that one of the cars must have been driven to Washington, D. C., in early 
January, 1956, for President Cross by Vice President Gene Triplett. 


Finally, Secretary-Treasurer Sims outlined efforts he had made begin- 
ning in March 1956 to bring to President Cross’ attention the situation 
involving Vice President Stuart’s administration of the trusteeship of 
Local No. 100 and other evidence of wrongdoing within the Union, includ- 
ing certain bills for expenses. He stated that when he was unable to work 
out those problems with President Cross he took them up with individual 
members of the Union’s General Executive Board. He further testified 
that President Cross took the position that he could not make such serious 
accusations and remain in the organization, since they were aimed at him. 
Later, Sims testified, President Cross called in Vice President Stuart and 
asked for an explanation, but nothing was done about the situation. 


Additional evidence was also presented tending to show that when 
Vice President Stuart was trustee of Local No. 149 in Memphis, Tennesee, 
he had $4,500 of the Local’s funds deposited in a savings account in his 
own name. Ostensibly, this was held by Stuart to repay the Union for 
money loaned to the Local to clear up a situation involving its credit union. 
This loan, plus an additional $2,000 to cover the costs of trusteeship, was 
apparently repaid, however, out of other funds. It was testified that Vice 
President Stuart closed out his savings account by drawing two checks, one 
for $3,000 payable to the Union, and the other for $1,500 payable to his 
son, whom he had placed on the Local’s payroll, for expenses that had not 
been authorized. 


Finally, it was established at the Committee’s hearing on May 7, 1957, 
that although Vice President Stuart had resigned immediately after the 
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Union’s General Executive Board meeting in Miami, Florida, on March 
27, 1957, was no longer employed by the Union or any Local, and had 
returned to his home in Kansas City, Missouri, he was still a member of 
the Union. The Union’s General Counsel requested that the Union he 
allowed to reserve comment on any action it had taken with respect to 
Vice President Stuart until a later time when it would present its case on 
the circumstances of the resignation. 


Staff Supplement to Preliminary Staff Report 


As has been noted, the McClellan Committee held hearings on the 
situation involving the Bakery Workers’ Union in June and July. As a 
result, the Ethical Practices Committee postponed the hearing it had 
scheduled for May 25, 1957. Upon the completion of the McClellan Com- 
mittee’s hearings, however, a further hearing was scheduled for July 31, 
1957. 


Before this further hearing a Staff Supplement to the Preliminary 
Staff Report was prepared by the staff of the Ethical Practices Committee 
and was served upon the interested parties. This staff supplement gave 
notice to the parties “of the Committee’s intention to investigate the mat- 
ters discussed herein which are based on the transcript of the hearings 
before the Senate Select Committee and the hearing before the Ethical 
Practics Committee on May 7.” 


It was pointed out in the Staff Supplement that most of the subjects 
covered in the hearings before the Senate Select Committee had been dis- 
cussed, in the light of the information then available, in the Preliminary 
Staff Report. The supplement summarized facts brought out in the Senate 
Committee’s hearings and the May 7 hearings before the Ethical Practices 
Committee which appeared to supplement or modify materials contained 
in the Preliminary Staff Report. It also discussed additional matters 
which either were not considered in the Preliminary Staff Report or 
appeared to require further consideration in the light of new testimony. 


On the matters which had already been summarized on a preliminary 
basis in the Preliminary Staff Report the Staff Supplement set forth the 
following additional information: 


(1) The Staff Supplement stated that the essential facts concerning 
the conduct of the affairs of Local No. 100 in Chicago, Illinois, by Vice 
President Stuart, including the use of the local’s funds to purchase Cadillac 
cars in December 1955 and April 1956, had in the main been confirmed. 
It further recited that President Cross had testified that when he learned 
of the details of the Cadillac car purchases in December 1955 and April 
1956, he returned the car he had received “and the man responsible for 
the mix-up in the charge-off is no longer with this International Union.” 
The man referred to, of course, was Vice President Stuart, whose resigna- 
tion, President Cross implied, was the result of pressure from the Union. 
President Cross testified, according to the Staff Supplement, that Stuart 
was acquitted by the Union’s General Executive Board because the Board 
“decided that the charge against Stuart could not be separated from the 
charge against himself ‘and they had to find Stuart not guilty because they 
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knew I had done no wrongdoing’. 


(2) With respect to personal telephone calls charged by President 
Cross to the Union and to the Union and Industry Welfare and Pension 
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Funds, the Staff Supplement stated that the material on this subject con- 
tained in the Preliminary Staff Report had in the main been verified. In 
addition, it recited Secretary-Treasurer Sims’ subsequent correction during 
the hearing on May 7, 1957, before the Ethical Practices Committee, of his 
previous testimony before the Union’s General Executive Board concerning 
the Union’s practice with regard to the charging of personal telephone 
calls and with respect to his paying his own telephone calls. The Staff 
Supplement also referred to his reiterated objection before the Ethical 
Practices Committee that the Union’s established practice was never in- 
tended to apply to large sums for telephone calls of the character made by 
President Cross in 1955 and 1956. Finally, it pointed out that President 
Cross had testified that in addition to reimbursing the Union’s Welfare and 
Pension Fund, he had also reimbursed the Union in the amount of $2,500 
for personal telephone calls made by him in 1956. It noted “that by doing 
so he was not conceding that the calls were not properly chargeable to 
the Union. ‘Rather than have the Union exposed,’ he said, he ‘took the 
blame and returned the checks’.” 


(3) Additional information relating to President Cross’ expenses in 
1956 was summarized in the Staff Supplement. This information was to 
the effect that his total expenses in that year amounted to some $39,394.14, 
and that “expenses totalling $30,500.26 were not supported in any way by 
vouchers indicating the nature of the expenses.” In connection with the 
Western Union money order sent from Miami to Los Angeles in March 
1956 and the airline ticket from Los Angeles to Portland in October 1955, 
the Staff Supplement pointed out that President Cross had testified that 
the individual involved in these transactions was employed by the Union 
as a “special organizer” in connection with organizing drives then being 
carried on at the Van de Kamp and Golden Crust bakeries in Los Angeles. 


(4) Considerable additional information was set forth in the Staff 
Supplement on the relationship between President Cross and his family 
and Mr. Martin Philipsborn and members of the Philipsborn family, and 
on the effect of these relationships on the negotiation of a collective bar- 
gaining agreement between the Bakery Workers’ Union and Zion Indus- 
tries, Inc.., in the late summer and fall of 1956. This information dealt 
primarily with the extent of the Philipsborn family’s financial interest in 
Zion Industries, Inc., and its control over the management, and particu- 
larly the labor policies, of the Company. The Staff Supplement cited the 
fact that Mr. Martin Philipsborn drew a regular salary as General Man- 
ager of Zion Industries, Inc., amounting to $72,000 per annum in 1955 and 
1956, and in the same years drew expenses amounting to $6,457 and $7,780, 
respectively. Philipsborn’s son, Col. Martin Philipsborn, Jr., as Assistant 
General Manager, had a salary of $30,000 per annum in 1955 and 1956 and 
received $3,000 each year for expenses. The Staff Supplement described 
the role which Mr. Martin Philipsborn played in negotiations for a new 
contract in the fall of 1956. The basis for the new agreement was worked 
out, according to the Staff Supplement, in a meeting between Philipsborn, 
on the one hand, and President Cross and Vice President Stuart, on the 
other. In substance the agreement called for continuation of the existing 
contract for workers in the Company’s biscuit plant and an extension of 
the agreement to cover workers in the theretofore unorganized candy 
plant. The Staff Supplement reported that there had been a great deal of 
testimony before the Senate Committee on the question of whether or not 
the new contract was unduly favorable to the Company. The Report 
stated: “Without resolving this conflict, it does appear that after the 


521 


— 2 
ora. — : 
h 
d : 
»f ‘ 
e 
0 
n 
1e 
a 
ud 
n- 
5 
ry 
ee 
ve 
t- 
us 
al 
‘ts 
is- 
ry 
ite 
"eS 
ed 
TS 
or 
ly. : 
ry 
she 
ng 
ice 
lac 
ed. 
red 
yril . 
for 
hag 
na- 
on. 
art 
ard 
the 
hey 
ent 
ion 
aseanaa ay aa 


negotiations reached a certain point, they were taken out of the hands of 
Col. Philipsborn and the local union representatives and that a settlement 
was ultimately agreed upon by Mr. Philipsborn and two of the Union’s 
principal international officers.” 


The Staff Supplement discussed further details of the two loans for 
$56,700 and $40,000 obtained by President Cross from Mr. Martin Philips- 
born in 1955 and 1956, respectively. In connection with the 1955 loan the 
Staff Supplement noted that this loan was made on February 3, 1955, and 
was repaid on October 13, 1955, with interest at the rate of 3%, when the 
Union assumed the mortgage on President Cross’ home as it had previously 
done with respect to homes in the Washington area purchased by other 
International officials of the Union. The Staff Supplement also noted that 
the balance of $10,000 still owed by President Cross on the $40,000 loan at 
the time of the May 7 hearing before the Ethical Practices Committee had 
been repaid to Philipsborn by President Cross on May 24, 1957. 


(5) The Staff Supplement described conflicting variations of the so- 
called “San Francisco incident” given to the Senate Committee. It noted 
that direct testimony was given by one of the delegates to the Convention 
who participated in the disturbance and by the wife of another to the effect 
that President Cross was present and participated in the disturbance. It 
also noted President Cross’ firm denial that he was present or participated. 
The Senate Committee has referred to the Federal Department of Justice 
for study and appropriate action the transcript of its hearing insofar as it 
related to this matter. 


The Staff Supplement also discussed a charge made by Secretary- 
Treasurer Sims against President Cross which was aired in the Senate 
hearings that the so-called “San Francisco incident” resulted in “substan- 
tial expense to the Union.” Sims told the Senate Committee, according 
to the Staff Supplement, that the Union’s expense was in excess of $24,000. 
The Union’s General Counsel testified that a substantial part of the extra 
expense was accounted for by the large volume of legal services required 
by the Union before and during the Convention. In addition some $8,000 
of Union funds was used, he said, to reimburse him for legal expenses 
advanced by him to local counsel in San Francisco retained to defend 
President Cross, Vice President Stuart and International Representatives 
Mykalo and Gardone in connection with the incident. 


(6) The Staff Supplement noted that “no evidence of any misconduct, 
breach of trust or improper administration in connection with the Bakery 
and Confectionary Workers’ International Union and Industry National 
Welfare and Pension Funds was brought out in the hearings before the 
Senate Committee.” 


The Staff Supplement also discussed certain additional matters which 
had come to light for the first time in the course of the Senate Committee’s 
hearings. It called attention to evidence obtained by the Senate Committee 
on the subject of testimonial dinners and gifts to various officials of the 
Bakery Workers’ Union. At one dinner in New York, the Staff Supplement 
noted, more than $57,000 in cash, raised by contributions from locals of the 
Bakery Workers’ Union, individual Union members and employers in the 
bakery and confectionery industry, was presented to one of the Vice 
Presidents of the Union. 


The Staff Supplement also noted that the practice of giving testi- 
monial dinners and gifts to local and international officials of the Bakery 
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Workers’ Union was common and had existed for a long period of time. 
The hearings brought out testimony of other substantial gifts in kind and 
cash. It did not bring to light, the Staff Supplement said, “any other 
dinner involving a gift of any comparable sum of money.” 


Another new matter discussed in the Staff Supplement dealt with a 
special bank account maintained by President Cross in his own name in 
the National Bank of Washington. It appears that during 1956-57 the 
total amount deposited in this account was $20,255.27, including five checks 
of $1,500 each for expenses of an organizing drive at the Van de Kamp 
bakery in Los Angeles. The Staff Supplement stated that the evidence 
indicated that President Cross also deposited funds of his own in this 
account, including $7,865 in travel advances from the Union, monthly 
expense checks totalling $2,144.09, and cash totalling $2,090.22. According 
to the Staff Supplement, more than one-half of some $12,898.68 withdrawn 
from this account was withdrawn in the form of checks payable to Presi- 
dent Cross himself, to his secretary or to cash. Only $4,000 of the $7,500 
deposited for the Van de Kamp organizing fund could be clearly identified 
as having been withdrawn for this specific »urpose. President Cross 
stated that the establishment of the account was approved by the Union’s 
General Executive Board and that withdrawals from the account, including 
$1,500 for the services of a “special organizer,” were used for expenses of 
organizing campaigns at the Van de Kamp and Golden Crust bakeries. The 
successful conclusion of these drives was cited, according to the Staff 
Supplement, as justification for the establishment of the account and for 
the secrecy with which the fund had been maintained. 


Another item discussed in the Staff Supplement dealt with changes 
in the Constitution of the Bakery and Confectionery Workers’ Inter- 
national Union adopted at the 25th Convention of the Union in San 
Francisco in October, 1956. It had been charged by Secretary-Treasurer 
Sims that these constitutional changes resulted in making members of 
the Union’s General Executive Board wholly dependent upon the President 
of the Union, since they authorized the President to fix the salaries of 
International Representatives, and 13 of the 19 members of the Union’s 
General Executive Board held the position of International Representa- 
tives. The effect of these constitutional changes was minimized by Presi- 
dent Cross, who, the Staff Supplement pointed out, observed “that four 
Vice Presidents of the Union who are also International Representatives 
and whose salaries are, therefore, allegedly subject to his control, are 
members of the so-called ‘Integrity Committee,’ led by Sims, which is 
opposing his leadership of the Union.” 


Finally, additional evidence tending to show that the affairs of a 
number of locals—both under trusteeship and after trusteeship was 
removed—were conducted in a slipshod and haphazard manner, was sum- 
marized in the Staff Supplement. Union funds were frequently commin- 
gled in the same account with the personal funds of individual Union 
officials, it was testified, and withdrawals from these accounts were not 
clearly allocable as being for Union or personal purposes. Many expenses 
paid from these funds were not vouchered or identified on the books of the 
locals. Many of these practices, the Staff Supplement stated, were still 
being continued. 


For example, the Staff Supplement noted, a very large portion of the 
$10,000 organizing fund financed by Chicago Locals Nos. 100 and 300 was 
deposited in a savings account in the name of the former business agent 
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of Local No. 300, where they were commingled with his own funds. This 
business agent testified he made substantial withdrawals from this account 
for payments to Vice President Stuart, but kept no records of the amount 
of union funds, as distinguished from his own funds, in the account, nor of 
his withdrawals from this account. 


Further irregularities involving the affairs of Local 37 in Los Angeles, 
and Local 149 in Memphis, Tennessee, were summarized in the Staff Sup- 
plement. For example, it appears that while Los Angeles Local No. 37 
was under trusteeship the former office manager drew a weekly expense 
account amounting to $35.00, which he turned over to the assistant trustee 
who made no accounting therefor. The Staff Supplement also noted that 
during the time Vice President Stuart was trustee of Memphis Local No. 
194, moving and living expenses and a daily allowance were provided for 
his son, whom he had put on the local’s payroll, amounting to $2,387.60. 


The Staff Supplement stated: 


“These items with respect to this Local were among instances involv- 
ing alleged misuse of union funds by Stuart amounting in total sum 
to approximately $40,000 about which Counsel for the Senate Com- 
mittee said he would have questioned Stuart had Stuart not invoked 
his constitutional privilege under the Fifth Amendment.” 


The Staff Supplement further noted: 


“The evidence in the testimony before the Senate Committee indicates 
that many of the instances of financial irregularities discussed herein 
were reflected in the daybooks of the various local unions involved. 
There is also testimony to the effect that a copy of these daybooks 
was sent to the International Headquarters of the Bakery Workers 
Union for review by the International Secretary-Treasurer. Sims has 
contended that he noted these irregularities some time before making 
his charges and that he called some of these instances to Cross’ atten- 
tion more than a year before making his charges. A question before 
the Ethical Practices Committee is whether all necessary and appro- 
priate steps were taken to call irregularities to the attention of appro- 
priate local or international officers or otherwise assure prompt and 
effective corrective action.” 


Finally, the Staff Supplement referred to testimony by President 
Cross before the Senate Committee and the Ethical Practices Committee 
designed to show that the Union is endeavoring to correct past irregulari- 
ties in financial practices. The Union, President Cross testified, has em- 
ployed the services of Professor David S. Brown, Professor of Public 
Administration, George Washington University, to make a survey of the 
administration and fiscal procedures of the Union. President Cross indi- 
cated that “it is the intention of the leadership of the Union to bring its 
financial practices into line with sound accounting and business principles.” 


Further Hearings Before the Ethical Practices Committee 
on July 31 and August 1, 1957 


The Staff Supplement was served upon the interested parties, includ- 
ing the Union and its General Counsel, President Cross and his Counsel, 
and Secretary-Treasurer Sims and his Counsel, on July 25, 1957. There- 
after a further hearing was held by the Ethical Practices Committee in 
connection with its investigation on July 31 and August 1, 1957. 
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In opening this further hearing, Chairman Hayes referred to the 
Committee’s preliminary hearing on March 15, 1957, and its regular 
hearing on May 7, 1957. He made clear that “the Committee believes that 
other matters have been developed since the May 7 hearing” and he 
invited the interested parties’ attention to these matters. 


The Staff Supplement was made a part of the record as a Committee 
exhibit, as was certain additional correspondence dealing with the so-called 
“San Francisco incident.” Also included in the record as a Committee 
exhibit was a letter dated July 29, 1957, from counsel for Secretary- 
Treasurer Sims commenting on certain statements in the Staff Supplement. 
Counsel to the Committee assured the interested parties thai “errors in 
statements of fact * * * will be straightened out when the Committee 
files its report.” As has already been pointed out, account has been taken 
in the preparation of this report of all suggestions and corrections of the 
interested parties along this line that appear to be relevant and proper. 


Additional evidence on various matters was presented by counsel for 
Secretary-Treasurer Sims, including (1) a photostatic copy of a letter 
from Norman Elkington, Chief Assistant District Attorney, San Francisco, 
California, to J. W. Ehrlich, dated November 19, 1956, relating to the “San 
Francisco incident”; (2) a photostatic copy of Proposition No. 3320, 
adopted by the General Executive Board of the Bakery Workers’ Union 
on May 21, 1956, dealing with a proposed joint organizing drive by the 
Bakery Workers’ Union, the Western Conference of Teamsters and the 
Retail Clerks International Association against certain unorganized 
bakeries, including Van de Kamp, in Los Angeles, to be financed by con- 
tributions of $50,000 by each union, purporting to show that the Bakery 
Workers’ Union did not participate in any organizing drive at Van de 
Kamp until May 21, 1956, and that prior to this date a “special organizer” 
could not have been working on a special organizing drive, as had been 
claimed by President Cross; (3) copies of an exchange of correspondence 
between Secretary-Treasurer Sims and President James Suffridge of the 
Retail Clerks International Association in which President Suffridge 
acknowledged that the three unions had agreed on a joint campaign but 
denied that the Retail Clerks International Association had agreed to 
establish or contribute to any joint or separate organizing fund; and (4) 
a copy of a press release issued by the Union on March 31, 1957, announc- 
ing Vice President Stuart’s “long contemplated” resignation as Vice 
President and Director of Organization. A copy of a letter from Vice 
President Stuart to President Cross dated March 29, 1957, submitting his 
resignation, “at your insistence,” was also included in the record as an 
exhibit on behalf of President Cross. 


Secretary-Treasurer Sims testified briefly before the Ethical Practices 
Committee. He stated that he personally had carefully examined the 
minutes of the Joint Board of the Bakery Workers’ Union Locals in the 
Chicago area for the period when the Board was supposed to have author- 
ized the presentation of an automobile as a gift to President Cross but had 
been unable to find in these minutes any reference to such an authorization. 


Vice President Daniel E. Conway told the Committee that the Van 
de Kamp organizing drive began in early 1955, not in May 1956, as Prop- 
osition No. 3320 would seem to suggest. Until November 1955, he said, 
the drive was conducted by regular organizers on the payroll of the Inter- 
national Union, and there was nothing secret about the campaign. In any 
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case, beginning in July 1955 the Los Angeles local was under trusteeship, 
he pointed out, and its officers and employees were under the direct super- 
vision of its trustee and the International officers, headed by President 
Cross. Organization of the employees of Golden Crust was achieved in 
May 1956 after a strike, recognition of the Union by Van de Kamp in 
early 1957. 


By far the greatest part of the hearing was devoted to a defense by 
President Cross of his conduct as President of the Union and of the Union’s 
activities under his leadership. President Cross testified for the better 
part of two full days during the two-day hearing. After he had presented 
his case, he was closely cross-examined on his testimony by Counsel for the 
Committee. 


President Cross began his dissent by making a number of general 
observations. He wanted, he said, to be charged on a trade union basis 
and not on the basis of headline stories in the newspapers or television 
interviews. He was sure that the Ethical Practices Committee was in 
agreement with him on this. 


He pointed out, and he stressed the significance of the fact, that no 
charge had been brought against him or against anyone else connected 
with the union for misuse of the union’s health and welfare funds or for 
maladministration of the union and Industry Welfare and Pension Funds. 


He also pointed out that there was no charge before the committee 
of the union being influenced by mobsters or racketeers, or of having 
used union funds for improper purposes, or of having made improper 
loans to union officers, or of his having used the union as a means of 
personal enrichment through outside investments. He also stated that 
neither he nor the union had been accused of having used the erection of 
the $6,000,000 union headquarters building as a means of personal en- 
richment to himself or any other international officer. 


President Cross also invoked his reputation for honesty and integrity. 
He called upon the Committee members to ask themselves as trade union- 
ists whether it was possible for him to have been a union officer and repre- 
sentative for more than twenty years and to have been corrupt during 
that period without his corruption having become a matter of both public 
and private knowledge. 


He suggested to the Committee that it ought to stay out of what 
was really an intra-Union fight. This fight, he said, had been forced 
upon the attention of the Committee because the minority faction had 
not gone through available procedures within the Union but had gone 
to the public press instead. 


President Cross expressed his agreement with the principle stated 
in Ethical Practices Code IV that a trade union official holds a position 
comparable to that of a public servant and owes a high fiduciary duty 
to serve the members honestly and faithfully and to avoid personal 
economic interest that may conflict with the full performance of his 
trade union responsibilities. A code was not necessary to establish this 
principle which, he said, was basic to the trade union movement, and he 
“certainly would not want to have any inference” he would not abide 


by it. 
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Turning to specific matters that nad been raised in the course of the 
previous hearings, Cross testified as follows: 


1. Philipsborn relationship and the Zion Industries contract 


President Cross acknowledged that he had received loans from H. F. 
Philipsborn & Company in 1948 and from Mr. Martin Philipsborn in 
1955 and 1956. In connection with the loan which he obtained from 
H. F. Philipsborn & Company, he contended that this was a conventional 
FHA guaranteed loan and the Company itself had no relationship to 
Zion Industries, Inc., other than the fact that H. F. Philipsborn is Martin 
Philipsborn’s brother. His 1955 loan for $56,700 from Martin Philipsborn 
was, he said, repaid within eight months. It had been used to tide him 
over in purchasing his home in Bethesda, Maryland, during the period 
the Union was moving its headquarters from Chicago to Washington. 
It was repaid, he said, when the Union was in position to take over the 
mortgage on his residence, as it had done in the case of other Interna- 
tional officers of the Union. With respect to the 1956 loan of $40,000 
from Martin Philipsborn, he stressed that this was an open transaction, 
having no smell of corruption whatsoever. 


President Cross stated that since 1948, when Martin Philipsborn 
sold Zion Industries, Inc., to New York University, he had never con- 
sidered Philipsborn to be an employer in the baking and confectionery 
industry. He indicated that he did not learn of his continuing manage- 
ment interest in the Company until March 1957. He suggested further- 
more that Philipsborn’s retainer as General Manager was an 
arrangement of a type commonly agreed upon when owners of small 
businesses sell out their interest to larger concerns. 


President Cross acknowledged that he had met with Martin Philips- 
born and Vice-President Stuart on November 9, 1956, to discuss con- 
tract negotiations at Zion Industries, Inc., which were then stalled. He 
said he arranged this meeting at the suggestion of Vice President Stuart 
because he felt he might be able to persuade Philipsborn to influence his 
son, Col. Martin Philipsborn, Jr., who was in active charge of the Com- 
pany’s labor relations, to withdraw the Company’s objection to organiza- 
tion of the Zion Industries, Inc., candy plant. He said he left the 
meeting after Philipsborn’s agreement to organization of the candy plant 
and did not participate in working out any of the details of the agree- 
ment. This was done, he said, by Philipsborn and Vice President Stuart. 
As a matter of fact, he pointed out, there was no new wage settlement 
for the employees of Zion Industries, Inc., until six months later. 


On cross-examination by Counsel for the Committee, President Cross 
admitted that had he known what had come to light concerning Philips- 
born’s connection with Zion Industries, Inc., he would not have considered 
it proper for him to have any financial relationship with Philipsborn. 


President Cross contended that, contrary to what had been charged 
by other witnesses, there had been no withdrawal of the strike authoriza- 
tion given the employees of the Zion Industries, Inc., biscuit plant in 
October, 1956. Vice President Stuart calling from San Francisco during 
the Union’s Convention did, however, ask the local to withhold strike 
action in order, President Cross said, to give the International officers 
a chance to work out a contract for all of the Zion employees, including 
the workers in the candy plant. 
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President Cross spent considerable time endeavoring to demonstrate, 
with the aid of camparative studies prepared by the Union, that the 
contract negotiated with Zion Industries, Inc., was not a substandard 
contract, as had been charged before the McClellan Committee. The 
Zion contract, he pointed out, provides for an 18-cent across the board 
wage increase for most employees. The evidences of dissatisfaction with 
the contract dug up by the McClellan Committee came, in the main, he 
contended, from piece-rate employees whose wage rates were already high 
in relation to those of other workers. 


2. Expenses and advances 


On this matter President Cross’ principal defense was that he had 
simply followed procedures which had been established by his predeces- 
sors in the office of President of the Bakery Workers’ Union. On cross- 
examination, however, he agreed that the mere fact that an unsound 
financial practice was long-established was no excuse for its continuance. 
He urged, however, that no charge of wrongdoing or personal enrich- 
ment had been brought against him in connection with his expenses. 


President Cross pointed out that his advances, like those of other 
officers and employees of the International Union, were approved by 
Secretary-Treasurer Sims, as well as by himself. Sims, he said, also 
reviewed the daybooks of all the locals, including those under trusteeship. 
Although recognizing his “paramount obligation” as a union officer to 
account for advances, he denied, on cross examination, that it was 
incumbent on him to return unused advances, arguing that it was 
Secretary-Treasurer Sims’ duty to bill him for them. 


If there was anything wrong or any deficiency in connection with 
his expense accounts, he contended, it was Secretary-Treasurer Sims’ 
responsibility to bring it to his attention and to the attention of the 
General Executive Board, if necessary. 


On cross-examination, while acknowledging his general responsi- 
bilities as President, he pleaded the impossibility of his exercising day- 
to-day supervision. His responsibility is limited, he said, “by the extent 
that my time and intelligence will allow me to do it.” 


President Cross denied that he obtained advances of union funds 
which he spent without furnishing vouchers to back up his expenditures. 
He acknowledged, however, that like other International officers of the 
Union, he had not obtained receipts for entertainment, gratuities, etc. 


In addition, President Cross furnished documentary evidence of 
advances to and expenses incurred by Secretary-Treasurer Sims and 
other present and former International officers. This evidence was 
offered, he said, to show that the practices he had followed with respect 
to advances and expenses were no different from those followed by his 
predecessors and by other International Union officers. In fact, he 
pointed out, his vouchers for expenses were in many cases considerably 
more detailed than those of other International Union officers, since 
he generally listed persons for whom he provided entertainment at restau- 
rants, bars, parties, etc. 


3. Responsibility for local unions under trusteeship 


President Cross described in detail the circumstances surrounding 
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the placing of Local No. 100 under trusteeship. He described and sup- 
ported with documentary evidence conditions in the local which, he said, 
required the International Union to put the local under trusteeship in 
order to safeguard its funds and the welfare of its members. 


Counsel for Secretary-Treasurer Sims questioned the relevancy of 
this evidence but President Cross was allowed by the Committee to 
present the evidence, Chairman Hayes pointing out that “the Ethical 
Practices Committee .. . are concerned primarily as to whether or not 
the conduct of any officers or representatives of this Union was in viola- 
tion of the laws, policies, and codes of the Federation. That is what we 
are concerned with, and I realize that it does involve definition and 
interpretation, so we do not intend to limit you.” 


President Cross pointed out that the daybooks of locals under 
trusteeship are required to be submitted to the International Secretary- 
Treasurer, just as are the daybooks of other locals. He stressed again 
Secretary-Treasurer Sims’ responsibility to review these books and to 
bring to his attention anything wrong or questionable appearing in the 
books. He acknowledged that Secretary-Treasurer Sims had come to him 
in March 1956 and had discussed with him various financial transactions 
of Local No. 100 and Vice President Stuart’s conduct of the affairs of 
the local, but stated that Sims had been unable to prove anything to 
him at that time. He contended that no proof:had been presented in any 
of the hearings before the Union’s General Executive Board, the McClel- 
lan Committee, or the Ethical Practices Committee that he had bene- 
fitted financially from administration of the trusteeship over Local 
No. 100. 


President Cross also described briefly the circumstances surrounding 
the placing of Los Angeles Local No. 37 under trusteeship. In this case, 
he said, the Union had waited until more than a majority of the members 
of the Union had specifically requested it before placing the local under 
trusteeship. 


Finally, in connection with Memphis Local No. 149, President Cross 
acknowledged that funds of this local had been used to pay the moving 
and living expenses of Vice President Stuart’s son while the local was 
under trusteeship with Stuart as trustee. He said, however, that when 
he learned about Stuart’s having placed his son on the local’s payroll, 
he told him to remove him, since it was bad practice for International 
officers to have relatives on the payroll. He defended Stuart’s action of 
depositing $4,500 of the local’s funds in a savings account in his own 
name on the ground that this was necessary in order to keep these funds 
from being involved in a receivership to cover a deficit in the local’s 
credit union. President Cross also strongly defended charging the local 
a “service fee” of $2,000 upon the termination of trusteeship, saying that 
it was not an uncommon practice for the International to charge such 
“service fees.” 


4. Gift of Cadillac from Chicago Locals Nos. 100 and 300. 


President Cross acknowledged that in December 1955 he accepted a 
Cadillac car as a gift from Chicago Locals Nos. 100 and 300. He regarded 
the gift, he said, as a testimonial of his services for the members of these 
two locals on the occasion of the moving of the Union’s headquarters 
from Chicago to Washington, D. C. 
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President Cross stated that it was his understanding at the time 
that the Cadillac car was to have been a gift from the Chicago Joint 
Board but that the other locals in the Chicago area had not been able 
to raise the necessary funds to participate in the gift. As a result, only 
Locals Nos. 100 and 300 participated. 


President Cross contended that the practice of testimonial gifts 
is common in the Bakery Workers’ Union and other International unions. 
Most of the present and former International Officers of the Union, he 
said, have received such gifts. On cross-examination, he stated that he 
did not feel that the size of a testimonial gift was important. If any 
gift was proper, he thought its size didn’t matter. 


President Cross acknowledged that the books of Locals Nos. 100 and 
300 were juggled to make it appear as if the funds for the car had been 
used for an organizing drive. He claimed, however that he did not find 
this out until after the hearing before the Union’s General Executive 
Board in March 1956 on Secretary-Treasurer Sims’ charges against him. 
He said that when he did learn of it, he demanded Stuart’s resignation, 
insisted that he return the car which he had obtained out of the transac- 
tion and ordered him to repay Local No. 100 for union funds which he 
had used for his own personal enrichment. He acknowledged, on cross- 
examination, that Stuart is still a member of the Union and that he has 
not yet decided whether to bring charges against him. His insistence 
that Stuart resign was, he said, prompted by manipulation of entries in 
the daybook of Local No. 100, “concerning me personally,” and “involving 
testimonial gifts and the purchase of three Cadillac cars.” 


5. The “San Francisco incident” 


President Cross complained that he had already been tried many 
times for his alleged participation in this incident. He stated he wel- 
comed the Senate Committee’s referral of the record of its hearings 
dealing with this question for review and appropriate action by the 
Department of Justice. 


President Cross implied that the incident was in fact staged by his 
opponents within the Union. They hoped, he said, to have him indicted 
by the time the Union’s 25th Convention began so as to undermine his 
leadership at a time when it would be under review and the International 


officers would be up for re-election. 


6. Testimonial dinners 

President Cross contended that the practice of giving testimonial 
dinners had long been established in the Bakery and Confectionery 
Workers International Union. It is a practice, he also said, which is 
followed by many other international unions. He suggested that the 
AFL-CIO must decide whether such dinners are in principle good or 
bad. If it decides that they are bad, the Bakery Workers’ Union will, 
he said, be the first to abide by such a decision. He contended, both in 
his direct statement and on cross-examination, that he knew no way to 
draw an effective line between testimonial dinners that were proper and 
those that were improper. In reply to a question by Counsel for the 
Committee, he acknowledged, however, that there obviously was a dis- 
tinction between testimonial dinners where large gifts to which employers 
as well as union members have contributed are presented, and testimonial 
dinners where gifts of nominal or sentimental value are presented. 
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7. President Cross’ domination of the General Executive Board 


President Cross pointed out that the hearing held by the Union’s 
General Executive Board on Secretary-Treasurer Sims’ charges against 
him had been called at Sims’ own insistence. He described the procedure 
followed in the hearmg and’called it fair and proper in all respects. The 
verdict of the Board, he pointed out, was reached in secret without the 
participation of any of the interested parties. 


On the question of whether the constitutional provision authorizing 
the President to fix the salaries of International Representatives enables 
the President to control the Executive Board, President Cross pointed out 
that five members of the so-called “Integrity Committee,” formed by 
Secretary-Treasurer Sims and four Vice Presidents, are on the payroll 
of the International Union. The fact that their salaries are dependent 
upon him has not, he suggested, acted as a deterrent to independent 
action on their part, even to the extent of actively seeking his removal 
as President of the Union. 


The problem of whether International Representatives, paid salaries 
by the International Union, should also serve as Vice Presidents, is, 
President Cross suggested, a general problem confronting many unions. 
He said that he does not know what the answer to this problem is and 
that other union officials do not either. 


8. “Special organizer” 


President Cross stated that on this matter he would stand on his 
testimony before the Senate Committee. While acknowledging that 
between $6,000 and $7,000 was paid from union funds to the “special 
organizer,” he denied that any part of the $7,500 fund established in 
May, 1956, to carry on special organizing drive against Van de Kamp 
and Golden Crust was used for this purpose. 


By way of comment on President Suffirdge’s letter referred to 
earlier in the hearing, President Cross expressed the opinion that this 
letter was somewhat gratuitous inasmuch as it denied the existence of a 
proposal which had never been made by the Bakery Workers’ Union and 
one which President Cross said he would never urge the Union to make. 


Basically, in connection with this matter, President Cross relied 
upon the successful completion of the organizing drives at Van de Kamp 
and Golden Crust as his principal line of defense. 


He acknowledged, however, that success was achieved in the Van 
de Kamp organizing drive only after the plant was acquired by the 
General Baking Company and the Union was enabled by reason of 
previous contacts to bring pressure on officers of the General Baking 
Company to agree to organization of the employees. 


9. Administrative management survey by Prof. David S. Brown 


Finally, President Cross offered as a witness Prof. David S. Brown, 
Professor of Public Administration, George Washington University, 
whom the Union had retained to make an administrative management 
survey of the Bakery Workers’ Union. Professor Brown submitted to 
the Ethical Practices Committee a brief interim report, giving the results 
which he had thus far achieved with the aid of a four-man team which he 
himself had selected. He told the Committee that the Union had in- 
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structed its officers and employees to give him free access to anything 
he wanted to look into and that he had been assured and had received 
the fullest cooperation from the International officers and employees of 
the Union. Among the subjects with which his study will deal, Professor 
Brown indicated, are the headquarters organization of the Union, pro- 
posals for a financial plan and a system of accounting and the problem 
of international and local relationships. Professor Brown invited the 
“advice and assistance of this particular Committee and others, if they 
might wish to call to my attention any suggestions which they have 
relating to the trade union movement, that would be of aid to this Union.” 


In conclusion, President Cross asked the Ethical Practices Committee 
to make its decision on the basis of what is best for the Bakery Workers’ 
Union. He hoped, he stated, that the Committee’s findings “will not be 
an open invitation to minority factions within organized labor to go out- 
side of their own unions for redress and thus to destroy true trade 
union democracy within the organization.” 


At the conclusion of President Cross’ testimony, Counsel for Secre- 
tary-Treasurer Sims and Counsel for President Cross were given an 
opportunity to offer such summations as they wished. Chairman Hayes 
stated that all interested parties would have a period of ten days from 
the date of receipt of the transcript of the hearing within which to file 
briefs and supplementary material. 


Following the hearing, briefs and rebuttal arguments were filed by 
Counsel for President Cross and by Counsel for Secretary-Treasurer Sims. 
In addition, supplementary material was submitted, as follows: by Counsel 
for Secretary-Treasurer Sims, affidavits by Sims and Vice President Con- 
way dealing with efforts of the Union to organize the employees of the 
Zion Industries, Inc. candy plant in 1949, the Union’s procedure for review- 
ing expense vouchers, and the procedure followed by the Union’s General 
Executive Board in suspending Sims as Secretary-Treasurer; by Counsel 
for President Cross, a corrected copy of a tabulation comparing classifi- 
cation rates at the Zion biscuit plant with similar classification rates in 
other biscuit plants, photostatic copies of President Cross’ expense vouch- 
ers covering his trips to Denver for the July 5, 1956, meeting of the 
Executive Board of the AFL-CIO Industrial Union Department and to 
Miami Beach for the January-February, 1957, meeting of the AFL-CIO 
Executive Council, corrections of errors in the transcript of the Commit- 
tee’s July 31 and August 1 hearing, an affidavit by President Cross com- 
menting on the Sims and Conway affidavits, and a copy of a letter from 
Retail Clerks Union, Local No. 770, to Van de Kamp employees containing 
a paragraph relating to the 1956 Bakery Workers-Teamsters-Retail Clerks 
drive against Van de Kamp. Counsel for Secretary-Treasurer Sims sub- 
mitted a brief reply and comment on the Retail Clerks material. 


Findings of the Ethical Practices Committee 


The AFL-CIO Constitution provides that a fundamental objective and 
principle of the Federation is that it must be and remain “free from any 
and all corrupt influence.” The Executive Council is authorized by the 
Constitution to take certain action, including “the authority to make rec- 
ommendations or give directions to the affiliate involved,” when any affil- 
iate is “dominated, controlled or substantially influenced in the conduct of 
its affairs by any corrupt influence.” The duty and responsibility of the 
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Ethical Practices Committee is “to assist the Executive Council in carry- 
ing out the constitutional determination of the Federation to keep the 
Federation free from any taint of corruption.” 


As a result of its investigation in this case, the Ethical Practices Com- 
mittee has concluded that the Bakery and Confectionery Workers’ Inter- 
national Union does not meet the standard of ethical practices required 
by the AFL-CIO Constitution. The Committee has reached this conclu- 
sion because it finds that certain unethical practices have been proved 
which are in violation of the rules and principles of trade union morality 
embodied in the AFL-CIO Constitution. These practices require prompt 
and effective action by the Union. 


Counsel for President James G. Cross of the Bakery Workers’ Union 
has contended that this case involves simply an intra-union controversy 
in which the Ethical Practices Committee should not intervene. The 
Committee has no intention of intervening in intra-union controversies or 
the internal affairs of unions. It is not an appropriate forum for the 
settlement of intra-union disputes, and its procedures will not be allowed 
to become a substitute for internal union procedures to resolve such dis- 
putes. This does not mean that activities which may be brought to light 
by intra-union disputes are not matters of legitimate concern to the Com- 
mittee when they are in violation of the AFL-CIO Constitution. President 
Cross’ intention is beside the point and without foundation. 


Counsel for President Cross has also argued that most of the activities 
and practices involved in this case took place before the adoption of the 
Ethical Practices Codes and that the Codes should not be retroactively 
applied to them. The answer to this argument is that the Codes are not 
being retroactively applied in this case. This investigation has been 
conducted under the AFL-CIO Constitution and the Resolution on Ethical 
Practices adopted by the Federation’s First Constitutional Convention in 
December 1955. The Codes are not, in general, enactment of new law. 
For the most part, they represent reiterations of principles and illustrate 
examples of trade union morality under which the labor movement has 
always operated. They are designed to assist the AFL-CIO and its 
affiliated unions in their constitutional determination to keep the labor 
movement free from any taint of corruption. Most of the specific pro- 
visions of the Codes constitute merely restatement of “traditional prac- 
tices” of the trade union movement. 


For example, to cite a hypothetical situation not necessarily applica- 
ble to this case, no code is required, nor is it likely that one will ever be 
proposed, that recites that the stealing of union money by a union officer 
is a violation of trade union morality. Clearly, however, it would be a 
violation of the AFL-CIO Constitution if an affiliated union kept in office 
an official who engages in this practice. Most of the substantive principles 
and rules enunciated in the Codes also fall in this same category. 


There are some procedural provisions of the Codes that establish new 
rules and are, therefore, prospective in their application. Paragraph 4 
of Ethical Practices Code VI, Union Democratic Processes, requiring 
national and international unions affiliated with the AFL-CIO to hold 
regular conventions “at stated intervals, which should not be more than 
four years,” is an example of this type of provision. The substantive pro- 
visions of the Codes, however, which for the most part simply restate 
long-established rules and principles of trade union morality, are not to be 
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given such a narrow or technical application. Clearly, the ethical prac- 
tices they exemplify are relevant in any investigation and determination as 
to whether an AFL-CIO affiliate is in violation of the AFL-CIO Constitu- 
tion. Consideration of unethical practices engaged in in the past does not 
involve any ex post facto application of the Codes. The question in every 
case is not whether a Code has been violated but whether the AFL-CIO 
Constitution has been violated. 


The Committee finds that certain international officers of the Bakery 
Workers’ Union have engaged in unethical practices in violation of the 
AFL-CIO Constitution. These unethical practices are as follows: (1) the 
financial relationship between President Cross and Mr. Martin Philipsborn; 
(2) the acceptance by President Cross of a substantial gift contributed to 
in part by a local union under trusteeship; (3) improper procedures with 
respect to expense accounts, including failure to account for advances to 
cover expenses and commingling union funds in the same account, and 
expenditures of union funds for improper purposes; and (4) the Union’s 
failure to proceed against Vice President Stuart for misuse of funds of a 
local union of which he was trustee, in the face of plain documentary proof 
of such misuse, and to insist, not only upon his resignation as an Inter- 
national officer, but also upon his making full restitution to and his 
expulsion from the Union. 


1. With respect to the financial relationships between President Cross 
and Mr. Martin Philipsborn, the facts are not in serious dispute. President 
Cross has admitted a close and continuing relationship with Philipsborn 
since 1938 or 1939. This relationship was such that when the Bakery 
Workers’ Union moved its headquarters from Chicago, Illinois, to Wash- 
ington, D. C., in 1955, President Cross felt able to borrow from Philips- 
born the sum of $56,700, with interest of 3 percent, to assist him in pur- 
chasing his home in Bethesda, Maryland. While President Cross was able 
to repay this loan in eight months when the Union took over the mortgage 
on his home, the loan was an exceptionally favorable accommodation indi- 
cating a relationship of special trust and confidence between the borrower 
and the lender. 


This relationship has continued right up to date. Approximately a 
year ago, when President Cross needed funds with which to buy a residence 
for himself and his family in West Palm Beach, Florida, he was able to 
obtain from Philipsborn an additional loan of $40,000. The note evidencing 
this loan called for repayment in annual installments, unspecified as to 
amount, beginning on September 1, 1957. President Cross made arrange- 
ments, however, to repay the loan in full, and it has been repaid with the 
assistance of one of his associates in the Union, following the initiation 
and during the progress of this investigation. 


Mr. Martin Philipsborn, however, is not simply a good friend of Presi- 
dent Cross who has a great deal of money. The evidence is clear that he 
has been financially and actively interested in the bakery and confectionery 
industry for many years. In 1937, he purchased a controlling interest in 
Zion Industries, Inc., which operates a biscuit plant, candy plant, and 
various other small industries and service enterprises in Zion City, Illinois. 
It was with him that President Cross, then an International Representa- 
tive, first negotiated a collective bargaining agreement covering the em- 
ployees of the biscuit plant in 1944. Both participated, on opposite sides 
of the table, in negotiations for annual renewal of this agreement through 
1947. 
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In 1948 President Cross became International Secretary-Treasurer 
and no longer participated in collective bargaining negotions between Zion 
Industries, Inc., and the Union. Also, in 1948, Philipsborn sold his interest 
in Zion Industries, Inc., to New York University. Under agreement with 
the purchaser he retained the title of General Manager and received an 
annual retainer which in 1955 and 1956 amounted to $72,000 per annum. 
He was also paid expenses of $6,457 and $7,780, respectively, in those 
years. His son, Col. Martin Philipsborn, Jr., became the $30,000 a year 
Assistant General Manager, in active charge of the management, including 
the labor relations, of the company. Despite the sale of Philipsborn’s stock 
interest, he has continued to participate actively in directing the policies 
and management of the company. 


An illustration of such participation was afforded as recently as the 
fall of 1956 when he was brought into negotiations between Chicago Local 
No. 1, an amalgamated local formed by grouping together a number of the 
smaller locals that formerly existed in the Chicago area, and Zion Indus- 
tries, Inc., for a new contract covering employees in the latter’s biscuit 
plant. On November 9, 1956, by agreement reached in a meeting arranged 
by President Cross with Philipsborn, which he and Vice President Stuart 
attended, the contract was extended for the first time to employees in the 
candy plant. 


The Committee finds that President Cross’ action in seeking and 
accepting substantial loans from Philipsborn under the circumstances 
disclosed in this investigation was plainly contrary to the basic ethical 
principle of the trade union movement, now embodied in AFL-CIO 
Ethical Practices Code IV, that in the conduct of trade union affairs “no 
responsible trade union official should have a personal financial interest 
which conflicts with the full performance of his fiduciary duties as a 
workers’ representative” (AFL-CIO Ethical Practices Code IV, Par. 1). It 
also is contrary to the traditional ethical principle of trade unionism, 
which has been restated in AFL-CIO Ethical Practices Code IV in the 


following terms: 


“No responsible trade union official should accept . . . any personal 
payment of any kind other than regular pay and benefits for work 
performed from an employer or business enterprise with which his 
union bargains collectively.” (AFL-CIO Ethical Practices Code IV, 


Par. 5.) 


Trade union officials who, like President Cross, hold high union office 
should be scrupulously careful to avoid entering into financial relationships 
which may result in placing them in a position where they cannot freely 
and fully represent the best interests of their membership. They should 
avoid even the appearance of seeking personal preferment or obtaining 
special privilege or advantage from employers or their representatives 
with whom their unions bargain collectively. There are no safe short-cuts 
to personal benefit and advantage for trade union officials whose offices, 
like those of public officials, are a sacred trust. 


President Cross’ defense to the charges of improper financial rela- 
tionship with Mr. Martin Philipsborn is that he did not become aware of 
Philipsborn’s continuing participation in the management and direction of 
Zion Industries, Inc., until after this investigation was commenced. He 
stated, on cross-examination before the Committee, that if he had been 
aware of the facts concerning Philipsborn’s relationship to Zion Indusfries, 
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Inc., at the time he sought and obtained loans from him he would not have 
considered these financial relationships to be proper. 


The evidence shows that it was President Cross who initiated the 
November 9, 1956, meeting with Mr. Martin Philipsborn, albeit at the 
urging of Vice President Stuart, to seek a resolution of the then-existing 
impasse in negotiations between Chicago Local No. 1 and Zion Industries, 
Inc. Without attempting to resolve the doubt whether President Cross 
was specifically aware of Philipsborn’s financial and managerial relation- 
ship to the Company at the times when he obtained loans from him (Feb- 
ruary 1955 and August-September 1956), it nevertheless seems clear that 
President Cross was cognizant at those times of the fact that Philipsborn’s 
son, Col. Martin Philipsborn, occupied an important position in the Com- 
pany. 


The Committee believes that, under the circumstances disclosed in 
this investigation, President Cross was guilty of a serious error in judg- 
ment in seeking and accepting special financial accommodations from Mr. 
Martin Philipsborn which were considerably more favorable to him than 
he could have obtained from ordinary commercial lending institutions. 


The Committee finds, however, that President Cross’ i948 loan from 
H. F. Philipsborn & Company in Chicago was an ordinary FHA guaran- 
teed loan through a long-established mortgage banking firm at the current 
commercial rate of interest. The lender has not been shown to have had 
any relationship to Zion Industries, Inc., other than the fact that H. F. 
Philipsborn is Martin Philipsborn’s brother. 


2. Another example of unethical practices disclosed in this case is the 
acceptance by President Cross of a substantial gift contributed to in part 
by a local union under trusteeship. 


In January 1955 Chicago Local No. 100 was placed under trusteeship 
by the General Executive Board of the Bakery Workers’ Union. The 
Board took this action to enable the International Union to assume control 
of the funds and management of the local. There seems no reason to 
doubt the sincerity of the Board’s belief that this action was necessary 
in order to correct serious mismanagement and unethical practices on the 
part of the local’s president and other officers and employees which had 
been revealed by a survey and audit of the local’s books. Vice President 
Stuart was named as trustee to administer the affairs of the local on behalf 
of the International Union. 


The books of Local No. 100 during the period this Local was under 
trusteeship show that in December 1955 a payment of $13,100.18 was 
made from the local’s funds to Teamsters Joint Council No. 43 in Detroit, 
Michigan. Although Vice President Stuart claimed before the Union’s 
General Executive Board that these funds were used in a joint Bakery 
Workers’ Union-Teamsters Joint Council organizing drive, and President 
Cross originally backed up this claim, the record is clear that the funds 
were used to purchase two Cadillac cars, one for President Cross and the 
other for Vice President Stuart. The purchase and delivery of the auto- 
mobiles were made through Teamsters Joint Council No. 43. 


President Cross subsequently acknowledged receipt of one of the 
Cadillac cars. He stated that this car was originally to have been a gift 
to him from the Union’s Joint Board in Chicago but the other locals 
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found they did not have the resources to participate in the gift, so it 
became and he accepted it as a gift from Locals Nos. 100 and 300 alone. 
He also stated that he did not become aware until after the Union’s Gen- 
eral Executive Board hearings of the circumstances of the “gift,” nor of 
the efforts made to cover them by juggling the locals’ books to show addi- 
tional payments of $2,143.67 each in April 1956 for the purchase of a 
Cadillac car as a “presentation to Cross.” When he did hear of them, 
he said, he returned the car he had received and insisted that Vice Presi- 
dent Stuart resign his Union offices and return the car he had obtained. 


The Committee cannot too strongly condemn the practice of using 
funds of local unions under trusteeship to bestow on International or local 
officers or employees substantial gifts of cash or other things of value, 
such as the Cadillac car given to and accepted by President Cross under 
the circumstances described above. In the case of local unions under 
trusteeship the conduct of its officers and the management of its funds 
are under the supervision of the International Union and its officers. 
Under such circumstances, gifts to International officers are like gifts 
to oneself. The Committee finds that such action is directly in conflict 
with basic trade union principles which have been given expression in 
the AFL-CIO Codes of Ethical Practices. 


Union members are “entitled to assurance that the Union’s funds, 
which are their funds, are not dissipated.” They must be “guaranteed that 
funds are expended solely for the purposes for which the organization 
exists” (AFL-CIO Ethical Practices Code V). This is especially true 
when the control of a local union’s funds has been taken out of the hands 
of the local officers and is administered under trusteeship by a trustee 
appointed by the union’s international offices. It is the responsibility of 
the trustee and the international officers to conserve the local’s funds 
and to provide assurance that these funds are being used to advance the 
primary function of the union, which is to improve the wages, hours 
and working conditions of its members through the processes of collec- 
tive bargaining with employers. Union officers and trustees should never 
use the union’s funds as a source of personal enrichment and profit. 


The investigation has also brought to light an apparently long-estab- 
lished and common practice in the Bakery Workers’ Union, namely the 
holding of testimonial dinners at which substantial gifts of cash or other 
things of value are presented, financed in part by contributions from 
employers with whom the Union maintains collective bargaining rela- 
tionships. At one such dinner a gift of $57,000 in cash was presented 
to one of the Union’s Vice Presidents. While there does not appear to 
be anything improper about testimonial dinners at which gifts of nom- 
inal or sentimental value are presented as a mark of esteem or recogni- 
tion of service to the Union, the Committee finds that it is not a desir- 
able or ethical practice for union officers to accept substantial gifts of 
cash or other things of value contributed to in whole or in substantial 
part by employers in the industry. 


3. The Committee’s investigation also disclosed improper procedures 
with respect to expense accounts, including failure to account for advances 
to cover expenses and commingling union funds and personal funds in 
the same account, and expenditures of union funds for improper purposes. 


During 1956 President Cross’ expenses totalled almost $40,000. He 
drew advances and submitted vouchers for expenses totalling $2,500 
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during the AFL-CIO Executive Council meeting in Miami in February 
1956; $1,400 during the meeting of the Executive Board of the Industrial 
Union Department AFL-CIO, in July 1956; $2,100 for a “trip to Paris” 
during the summer of 1956; and $4,000 during the AFL-CIO Executive 
Council meeting in Miami in January-February 1957. The Committee 
finds that in the matter of expenses, President Cross has been extrava- 
gant and that the Union’s procedures for accounting for advances and 
expenses were loose and inadequate. 


The record also shows that President Cross obtained approval from 
the Union’s General Executive Board for the establishment of a special 
account maintained in his name in the National Bank of Washington. 
Union funds, amounting to $7,500, authorized by the Board for a special 
organizing campaign at the Van de Kamp and Golden Crust bakeries in 
Los Angeles, and personal funds of President Cross, consisting of sub- 
stantial amounts in cash, travel advances and expense checks, totalling 
more than $20,000 in 1956-57 were deposited in this account. Substan- 
tially more than half of the withdrawals from this account were in the 
form of checks drawn to President Cross himself, to his secretary, or 
to cash. Some $4,000 of special organizing funds appear to have been 
paid from the account in connection with the organizing drive; the bal- 
ance of the funds deposited in the account for this purpose are apparently 
still held in the account. 


President Cross has contended that the establishment of the special 
account in his name in the National Bank of Washington was approved 
by the Union’s General Executive Board. He has also stated that the 
reason Union funds for the Van de Kamp and Golden Crust organizing 
campaigns were deposited in this fund was to keep secret the details 
of these campaigns. Under the circumstances disclosed, this is not an 
adequate excuse. The Committee finds that the commingling of union 
funds with President Cross’ own funds in this account, subject to with- 
drawal on his signature alone, and without accounting therefor to the 
union, was an unethical practice which must be strongly condemned. 


The Committee further finds that it is impossible to determine from 
the Unicn’s records whether particular expenditures were for a proper 
purpose. For example, when a $10,500 fund was established in 1955 with 
funds contributed by Chicago Locals Nos. 100 and 300 for an alleged 
organizing drive at the United Biscuit Company, substantial withdrawals 
from this fund found their way into the hands of Vice President Stuart, 
the trustee of Local No. 190, without any accounting therefor. 


A large portion of this fund was placed in a savings account in the 
name of the former business agent of Local No. 300, who is now the 
president of the Amalgamated Chicago Local No. 1. According to this 
business agent’s own statement, substantial amounts of his own funds 
were also deposited in this account. He kept no record of the amount 
of union funds in the account as distinguished from his own funds, 
nor of withdrawals from this account. 


There was also evidence that during the period from June 1955 to 
January 1956 the former business manager of Los Angeles Local No. 37, 
then under trusteeship, drew a weekly expense account of $35.00, which 
he turned over to the assistant trustee, who made no accounting therefor. 


The records of Chicago Local No. 100 during the period it was under 
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trusteeship revealed expenditures of local funds, authorized by Vice Presi- 
dent Stuart as the Local’s trustee, for such items as air conditioners, 
luggage, camera supplies, Christmas gifts and candy, etc. Although it 
was contended that many of these items were purchased for use by the 
Union, the records are such that it cannot be determined whether they 
are legitimate union purchases or represented the use of union funds 
to purchase articles primarily for the personal benefit or use of Inter- 
national or local officers. Another local, Local No. 149 in Memphis, 
Tennessee, paid living and moving and other expenses and a daily allow- 
ance totalling $2,387.80 for Vice President Stuart’s son during a period 
when Stuart, as trustee of the Local, had placed him on the Local’s 


payroll. 


The Committee’s investigation shows that President Cross paid or 
authorized expenditures of in excess of $10,000 in union funds to or in 
connection with an individual on the ground that this individual was a 
“special organizer” for the Union. Based upon its investigation and 
review of the matter, the Committee concludes that these payments 
and expenditures were improper. The Committee finds that some $2,500 
of the amount in question has been reimbursed by President Cross to 
the Union, but that he has not made any reimbursement of the balance. 


There can be no excuse for expenditures of union funds by union 
officers, local or international, for other than legitimate trade union pur- 
poses, and especially for their own private benefit or use. It is the duty 
of union officers to curb extravagant expenditures, prevent expenditures 
of union funds that are not for legitimate union purposes and establish 
procedures that will assure adequate accounting for advances and 
expenses. 


President Cross’ defense against the charge to loose practices in con- 
nection with his accounting for travel advances and expense accounts 
is that he has only done what other international officers have also done 
and that his advances and expense vouchers were approved by author- 
ized union officials. Even if this were true, and the Committee makes no 
finding on this, it is not a legitimate excuse. The President, Secretary- 
Treasurer, and other International officers owe a duty to the members, 
not only to correct wrongdoing when it is called to their attention, but 
on their own initiative to maintain continuous supervision over existing 
practices, however well-established, to the end that wrongdoing will be 
promptly and effectively checked and corrective action taken to prevent 
it in the future. 


Clearly, the Bakery Workers’ Union’s practices with respect to ac- 
counting and financial controls require careful re-examination in the light 
of the principles set forth in AFL-CIO Ethical Practices Code V, dealing 
with Financial Practices and Proprietary Activties of Unions, and the 
Minimum Accounting and Financial Controls supplemental thereto. In 
this connection, the Committee notes with approval the Union’s employ- 
ment of Professor David S. Brown of the Department of Public Admin- 
istration, George Washington University, to make a study of the admin- 
istration and fiscal procedures of the Union. Professor Brown and a 
team of four assistants have been at work on this survey since May 
1957. As has been noted, Professor Brown himself testified before the 
Committee and described the method and scope of the survey he has 
undertaken for the Union. His report is scheduled to be completed by 
September 21, 1957. 
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4. Finally, in the light of the evidence clearly and without sub- 
stantial contradiction set forth in the record in this case, the Committee 
condemns the failure of the Bakery Workers’ Union to proceed against 
Vice President Stuart for his misuse of funds of Locals No. 100 and 
149, of which he was trustee, and the Union’s failure to insist, not only 
upon his resignation as an International officer, but also upon his mak- 
ing restitution to the Union and his expulsion from membership in the 
Union. Merely insisting on Stuart’s resignation is not sufficient to excul- 
pate the leadership of the Union from continuing responsibility for Stu- 
art’s misappropriations. 


President Cross’ explanation that Vice President Stuart’s acquittal 
by the General Executive Board resulted from the fact that Stuart and 
he were charged jointly and the Board decided that the charges against 
Stuart could not be separated from the charges against himself “and 
they had to find Stuart not guilty because they knew I had done no wrong- 
doing,” is not convincing. The Union was under a clear and compelling 
obligation to endeavor to learn the facts about Stuart’s wrongdoings 
and to take appropriate action in his case. The Union is under the 
obligation which rests on all unions affiliated with the AFL-CIO, as 
set forth in the AFL-CIO Resolution on Ethical Practices, adopted at 
the Federation’s First Constitutional Convention in December 1955, to 
“take whatever steps are necessary within their own organizations to 
effect the policies and ethical standards set forth in the Constitution 
of the AFL-CIO.” It is also under a duty, as set forth in AFL-CIO Ethical 
Practices Code III, “through appropriate constitutional or administrative 
measures and orderly procedures, to insure that no person who constitutes 
corrupt influences or practices . . . should hold office of any kind in such 
trade union or organization.” 

While certain corrective measures have been taken by the Bakery 
Workers’ Union to deal with some of the unethical practices which this 
investigation has disclosed, these measures have not been sufficient, in 
the Committee’s judgment, to eliminate corrupt influences and loose 
and unethical practices and to prevent wrongdoing. 


Conclusion 


For the reasons set forth in this Report, the Ethical Practices Com- 
mittee concludes that the Bakery and Confectionery Workers’ Interna- 
tional Union does not meet the standards for ethical union practices set 
forth in the AFL-CIO Constitution. 


Respectfully submitted, 
Albert J. Hayes, Chairman 
George M. Harrison 
David Dubinsky 
Joseph Curran 
Jacob S. Potofsky 


September 16, 1957 
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Resolution by Executive Council 
on 
Bakery and Confectionery Workers 


International Union of America 
New York City, New York, September 25, 1957 


The Executive Council of the AFL-CIO, having given full considera- 
tion to the Report of the Ethical Practices Committee regarding the 
Bakery and Confectionery Workers International Union of America, and 
having heard and given full consideration of the representatives of the 
International Union in this matter, 


RESOLVES: 


1. That the Report of the Ethical Practices Committee to the AFL- 
CIO Executive Council regarding the Bakery and Confectionery Workers 
International Union of America is approved and adopted by the Execu- 
tive Council; 

2. The Executive Council finds and concludes that the Bakery and 
Confectionery Workers International Union of America is dominated, 
controlled or substantially influenced in the conduct of its affairs by cor- 
rupt influences in violation of the Constitution of the AFL-CIO; 


3. The Executive Council, in accordance with the powers vested in 
it by the Constitution of the AFL-CIO, hereby orders and directs the 
Bakery and Confectionery Workers International Union of America: 

(1) To correct the abuses set forth in the Report of the Ethical 

Practices Committee, and 

(II) To eliminate corrupt influences from the Union and to 
remove and bar from any position or office, either appointive or 
elective, in the International Union, or in any of its subordinate 
bodies, those who are responsible for these abuses. 


4. The Executive Council directs the Bakery and Confectionery Work- 
ers International Union of America to report to the satisfaction of the 
Executive Council, at a special meeting called for this purpose on October 
24, 1957, the steps taken to comply with the foregoing directive. 


Resolution by Executive Council 
on 
Bakery and Confectionery Workers 


International Union of America 
Washington D. C., October 25, 1957 


On September 25, 1957, the Executive Council of the AFL-CIO hav- 
ing given full consideration to the report of the Ethical Practices Com- 
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mittee regarding the Bakery and Confectionery Workers’ International 
Union of America, found and concluded that the Bakery and Confectionery 
Workers’ International Union of America is dominated, controlled or sub- 
stantially influenced in the conduct of its affairs by corrupt influences, 
in violation of the Constitution of the AFL-CIO. The Council, in accord- 
ance with the powers vested in it in such cases by Article VIII, Section 
7, of the AFL-CIO Constitution, directed the Bakery and Confectionery 
Workers’ International Union of America to correct the abuses set forth 
in the report of the Ethical Practices Committee, to eliminate corrupt 
influences from the Union and to remove and bar from any position or 
office, either appointive or elective, in the International Union, or any 
of its subordinate bodies, those who are responsible for these abuses. 


At the present meeting of the Executive Council the officers of the 
Bakery and Confectionery Workers’ International Union of America re- 
ported to the Council the steps taken by that Organization to comply 
with the directives of the Council. The Council notes the actions taken 
by the Bakery and Confectionery Workers’ International Union but is 
not satisfied that the Bakery and Confectionery Workers’ International 
Union of America has fully complied with the Council’s directives and 
has satisfactorily cleaned house. 


In accordance with the power vested in it by Article VIII, Section 
7, of the Constitution, the Executive Council therefore directs that the 
Bakery and Confectionery Workers’ International Union of America 
shall agree by November 15th to: 


(a) By appropriate action of its Executive Board promptly to 
restore the status quo by reinstating Curtis Sims to the office of 
Secretary-Treasurer of the Union so that his case can be passed on 
if and when he runs for office in the special convention hereinafter 
directed. 


(b) Convene a special Convention of the Union within ninety 
(90) days at which all international officers shall stand for election, 
provided that those named in the September 25th directive of the 
Executive Council and the Report of the Ethical Practices Committee 
as being responsible for the abuses referred to in that report shall 
be ineligible to run and shall be barred from office in the interna- 
tional union. The Special Convention shall take such further actions 
as may be appropriate to correct the abuses set forth in the report 
of the Ethical Practices Committee to eliminate all other corrupt 
influences from the Bakery and Confectionery Workers’ International 
Union of America and to ensure compliance by the International 
Union with the AFL-CIO Constitution, The Codes of Ethical Prac- 
tices adopted by the Executive Council and the directives of the 
Executive Council in this matter. 


In the event the Bakery and Confectionery Workers’ International 
Union of America fails to agree to and fully to comply with the fore- 
going directives, the International Union shall stand suspended from 
the AFL-CIO. 


Suspension of Bakery Workers 


On November 15, 1957, AFL-CIO President Meany released the 
following statement: 
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“On October 25, 1957, the Executive Council of the AFL-CIO directed 
the Bakery and Confectionery Workers’ International Union of America to 
take specific actions by November 15 to eliminate corrupt influences from 
the Union. 


“Yesterday the Executive Board of the Bakery and Confectionery 
Workers’ International Union announced its decision. That decision con- 
stitutes failure and refusal to comply with the Executive Council’s 
decision. 


“Therefore, in accordance with the action of the AFL-CIO Executive 
Council, the Bakery and Confectionery Workers’ International Union 
stands suspended from the AFL-CIO.” 
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Ethical Practices Committee Interim Report 
on 


United Textile Workers of America 
Chicago, Illinois, August 13, 1957 


On July 29, 1957, President George Meany, in accordance with Article 
VIII, Section 7 of the AFL-CIO Constitution and the Resolution on Pro- 
cedures adopted by the AFL-CIO Executive Council in June 1956, re- 
quested the Ethical Practices Committee to investigate the affairs of 
the United Textile Workers of America. 


The Ethical Practices Committee thereupon determined, pursuant to 
said Article VIII, Section 7 and said resolution, to conduct a formal in- 
vestigation into whether the United Textile Workers of America is dom- 
inated, controlled or substantially influenced in the conduct of its affairs 
by any corrupt influence. 


The Ethical Practices Committee has scheduled a hearing in con- 
nection with this investigation for August 27, 1957, at the Headquarters 
of the AFL-CIO, 815 Sixteenth Street, N.W., Washington, D. C. 


Notice of this hearing was sent by the Committee to the United 
Textile Workers of America on August 5, 1957. 


The staff of the Ethical Practices Committee is preparing a report 
which will summarize the principal data and material now available 
which are deemed relevant to the Committee’s investigation. This re- 
port will be served on the United Textile Workers of America in advance 
of the August 27 hearing. 


Report of Ethical Practices Committee 
on 


United Textile Workers of America 
September 16, 1957 


The Constitution of the American Federation of Labor and Con- 
gress of Industrial Organizations contains the following provisions: 


“The objects and principles of this Federation are: 


“To protect the labor movement from any and all corrupt influ- 
ences and from the undermining efforts of communist agencies and 
all others who are opposed to the basic principles of our democracy 
and free and democratic unionism.” (Article II, Section 10.) 


“It is a basic principle of this Federation that it must be and 
remain free from any and all corrupt influences and from the under- 
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mining efforts of communist, fascist or other totalitarian agencies 
who are opposed to the basic principles of our democracy and of 
free and democratic trade unionism. The Executive Council, when 
requested to do so by the President or by any other member of the 
Executive Council, shall have the power to conduct an investigation, 
directly or through an appropriate standing or special committee ap- 
pointed by the President, of any situation in which there is reason 
to believe that any affiliate is dominated, controlled or substantially 
influenced in the conduct of its affairs by any corrupt influence, or 
that the policies or activities of any affiliate are consistently directed 
toward the advocacy, support, advancement or achievement of the 
program or of the purposes of the Communist Party, any fascist 
organization or other totalitarian movement. Upon the completion 
of such an investigation, including a hearing if requested, the Execu- 
tive Council shall have the authority to make recommendations or 
give directions to the affiliate involved and shall have the further 
authority, upon a two-thirds vote, to suspend any affiliate found 
guilty of a violation of this section. Any action of the Executive 
Council under this Section may be appealed to the convention, pro- 
vided, however, that such action shall be effective when taken and 
shall remain in full force and effect pending any appeal.” (Article 
VIII, Section 7.) 


“The Committee on Ethical Practices shall be vested with the 
duty and responsibility to assist the Executive Council in carrying 
out the constitutional determination of the Federation to keep the 
Federation free from any taint of corruption or communism, in 
accordance with the provisions of this constitution.” (Article XIII, 
Section 1(d).) 


At the First Constitutional Convention of the AFL-CIO, a Resolu- 
was adopted on “Ethical Practices.” This Resolution declared that 


“By adoption of the constitution of the American Federa- 
tion of Labor and Congress of Industrial Organizations, the Ameri- 
can labor movement has clearly accepted the responsibility for keep- 
ing its own house in order and to protect the movement ‘from any 
and all corrupt influences and from the undermining efforts of Com- 
munist agencies and all others who are opposed to the basic prin- 
ciples of our democracy and free from democratic unionism.’ Only 
by their wholehearted dedication to this constitutional objective can 
labor unions meet their obligations to their memberships. Failure 
to meet these responsibilities can only result in governmental assump- 
tion of what are properly trade union functions. Reliance on the 
agencies of government for keeping our movement free from the 
infiltration of racketeers, crooks, Communists, Fascists and other 
enemies of free democratic unionism would constitute a threat to 
the independence and freedom of the entire movement; now, there- 
fore, be it 


“RESOLVED, 1. The First Constitutional Convention of the AFL- 
CIO calls upon all its affiliated national and international unions to 
take whatever steps are necessary within their own organizations to 
effect the policies and ethical standards set forth in the constitution 
of the AFL-CIO. When constitutional amendments or changes in 
internal administrative procedures are necessary for the affiliated 
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organizations to carry out the responsibilities incumbent upon auton- 
omous organizations, such amendments and changes should be under- 
taken at the earliest practicable time. 


“2. This First Constitutional Convention of the AFL-CIO pledges 
its full support, good offices, and staff facilities of the AFL-CIO Com- 
mittee on Ethical Practices to all national and international unions 
in their efforts to carry out and put into practice the constitutional 
mandate to keep our organization ‘free from any taint of corrup- 
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tion or Communism’. 
A further resolution adopted by the AFL-CIO with reference to 


the Ethical Practices Committee provided in part as follows: 


“2. The Committee is authorized, upon its own motion or upon 
the request of the President, to make such preliminary inquiries as 
it deems appropriate in order to ascertain whether any situations 
exist which require formal investigation. The Committee will report 
to the Executive Council as to any situations in which it believes that 
formal investigation is required or desirable and shall undertake such 
formal investigation as provided in paragraph 1 of this resolution. 


“3. The Committee is directed to develop a set of principles and 
guides for adoption by the AFL-CIO in order to implement the con- 
stitutional determination that the AFL-CIO shall be and remain 
free from all corrupt influences. Upon the development of such rec- 
ommended guides and principles, they shall be submitted by the 
Committee to the Executive Council for appropriate action.” 


Pursuant to this Resolution, the Committee has established Ethical 


Practices Codes which have been approved by the Executive Council. 
The Code on “Investments and Business Interests of Union Officials,” 
approved May 22, 1957, provides in pertinent part as follows: 
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“1. The AFL-CIO and all affiliated national and international 
unions should comply with the minimum accounting and financial 
controls suggested by the Committee of Secretary-Treasurers and 
approved by the Executive Council, which is annexed hereto. 


“2. The AFL-CIO and all affiliated national and international 
unions should conduct their proprietary functions, including all con- 
tracts for purchase or sale or for the rendition of housekeeping serv- 
ices, in accordance with the practices of well-run institutions, includ- 
ing the securing of competitive bids for all major contracts. 


“3. Neither the AFL-CIO nor any national or international 
union, affiliated with the AFL-CIO, should permit any of its funds 
to be loaned, invested, or otherwise dealt with in a manner which 
inures to the personal profit or advantage of any officer, representa- 
tive or employee of the union. 


“4, Neither the AFL-CIO nor any national or international union 
affiliated with the AFL-CIO should enter into any contracts of pur- 
chase or sale or for the rendition of services which will inure to or 
result in the personal profit or advantage, including benefits of more 
than nominal value, other than his regular salary or compensation, 
of any officer, representative or employee of the union... . 


“7, Neither the AFL-CIO nor any national or international 
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union affiliated with the AFL-CIO should make personal loans to 
its officers, representatives, employees, or members of their fam- 
ilies, for the purpose of financing the private business or investment 
of such persons. 


“8. Each national or international union affiliated with the AFL- 
CIO should promptly take whatever internal steps are needed to 
ensure that the standards set forth in this Code are made applicable 
to itself and each of its locals and other subordinate or affiliated 
bodies. Wherever constitutional amendments or changes in internal 
administrative procedures are necessary to fully comply with those 
standards, such amendments and changes should be undertaken by 
the affiliates at the earliest practicable opportunity.” 


The supplemental code entitled “Minimum Accounting and Finan- 
cial Controls,” approved May 22, 1957, provides in pertinent parts as 
follows: 


“C. All expenditures should be approved by proper authority 
under constitutional provision and be recorded and supported by 
vouchers, providing an adequate description of the nature and pur- 
pose of the expenditure sufficient for a reasonable audit by internal 
and independent auditors. Disbursements should be made only by 
check, with the exception of disbursements from petty cash, in which 
situation, an imprest petty cash fund should be established. 


“DPD. Salaries of elected officials should be established only by 
constitutional provision. Compensation to non-salaried elected offi- 
cials, and to other officials, representatives and employees, if not 
fixed by constitutional provision, should be established and paid in 
strict conformity with such authority as is provided by the consti- 
tution and in accordance with its applicable provisions. 


“E. Reimbursement of expenses, including per diem expenses 
should be made only where such expenses have been duly authorized 
and are supported in a manner that will permit a reasonable audit.” 


On July 29, 1957, President Meany requested this Committee to in- 
vestigate whether the United Textile Workers of America was “domi- 
nated, controlled or substantially influenced in the conduct of its affairs by 
any corrupt influence.” The Committee determined to conduct a formal 
investigation on this question and en August 5, 1957, notified the Union in 
writing that a hearing would be held on August 27, 1957, at the head- 
quarters of the AFL-CIO, 815 Sixteenth Street, N.W., Washington, D. C. 
This action was reported to the AFL-CIO Executive Council in an interim 
report. On August 20, 1957, the Committee Staff issued a preliminary 
report, a copy of which was mailed to the Union on that date. On August 
27, 1957, the hearing was held. Committee members present were Mr. 
Albert J. Hayes, Chairman, and Mr. Jacob Potofsky. Also present for 
the Committee was Arthur J. Goldberg, its counsel. Present for the Union 
were the following: Anthony Valente, President; Lloyd Klenert, Secre- 
tary-Treasurer; Joseph Jacobs, attorney and Southern Regional Director. 
Also present were most of the members of the Union’s Executive Council. 


At the outset of the hearing, Chairman Hayes made his statement 
setting forth the nature and the purpose of the hearing. He referred to 
the provisions of the AFL-CIO Constitution regarding corruption, to the 
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Policy Resolutions adopted at the Convention, and to the Ethical Prac- 
tices Codes which have been adopted. He explained that the Staff Report 
summarized the principal subjects of the investigation and advised the 
Union that it would be given a full and adequate opportunity to respond 
to those materials. As to the nature of the hearing, Chairman Hayes 
stated: “This is not a criminal trial. This is a trade union hearing. Our 
objective . . . is to find the facts so we may report them to the Execu- 


tive Council... .” 


The hearing was conducted informally. The representatives of the 
Union were afforded every opportunity to present their case by way 
of statements and testimony and to present every fact and argument 
which the Union desired to call to the attention of the Committee. 


After his opening statement, Chairman Hayes called upon the Com- 
mittee Counsel to put into the record the basic documents and the in- 
formation which the Committee had available and which led to the hearing. 


The following documents were incorporated into the record as ex- 
hibits with explanations noting the relevant provisions: 


(1) The AFL-CIO Constitution; 


(2) The Policy Resolutions of the First Constitutional Convention, 
on Ethical Practices; 


(3) The Ethical Practices Codes; 


(4) The Executive Council Resolution vesting authority in the Ethi- 
cal Practices Committee to make investigations; 


(5) The Staff Report of August 20, 1957; 


(6) The formal notifications and acknowledgment with respect to 
the hearing before this Committee. 


~— 


The Staff Report above referred to was based on two sets of material, 
as follows: 


(1) Transcript of Hearings Before the Select Committee on Improper 
Activities in the Labor or Management Fields of the United 
States Senate under dates of July 17, 18, 19, 22, 23, 25 and 26, 
1957, which was available to all the parties; 


(2) Transcript of Meeting of Subcommittee of the Executive Coun- 
cil of the AFL and the Executive Board of the United Textile 
Workers of America, held at the Commodore Hotel, New York 
City, September 24, 1952, and made a part of this Record. 


Representatives of the Union acknowledged that they had received 
the Staff Report and were given full opportunity to answer and explain 
the transactions set forth in the Staff Report. The Union has also taken 
advantage of the opportunity, accorded by the Committee, to file sup- 
plementary information and a brief, which we have considered in pre- 
paring this report. Based on all the material before us, the Committee 
makes the following findings: 

1. The Use of Union Funds by Officers of the Union for Personal Purposes. 


The Staff Report detailed transactions which had been described both 
in the Transcript of the AFL Subcommittee Meeting and in the Tran- 
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script of the Senate Committee Hearings involving the use of Union 
funds by officers of the Union for personal purposes, as well as transac- 
tions involving unsubstantiated expenditures by officers and organizers. 


These transactions were first given public scrutiny when officers of 
the Union approached the then AFL Secretary-Treasurer Meany with 
a request for financial assistance from the AFL in order to carry out 
an extensive organizing campaign to bring into the Union dissident groups 
from the CIO Textile Workers Union. Under the leadership of George 
Baldanzi, a group had seceded from the Textile Workers Union of Amer- 
ica, CIO, and had affiliated with the United Textile Workers, AFL. Accord- 
ing to Valente and Klenert, they were planning to capitalize on this 
break and bring over more of the CIO Textile members. This request 
for financial assistance was made in July 1952. Mr. Meany suggested 
that Mr. Lloyd Klenert as Secretary-Treasurer of the Union prepare a 
financial statement as to the manner in which the Union’s funds had been 
spent for the organizing campaign and the need for additional financial 
assistance. Upon examining the statement submitted by Mr. Klenert, Mr. 
Meany stated that it raised considerable doubt in his mind. He advised 
Klenert and Valente that it could not be approved as a basis for a loan 
or donation from the AFL. 


In August of 1952, Mr. Klenert and Union President Anthony Valente 
presented Mr. Meany with certified audits covering the period from Janu- 
ary through June 1952. They then confessed that the original report 
submitted to him was false and misleading. The only explanation made 
to Mr. Meany or to this Committee for the submission of a fraudulent 
report was that the officers of the Union desired to conceal their assets 
from the new elements which had just come into the Union. We find 
this explanation as unacceptable now as it was to Mr. Meany then. The 
tradition of giving financial assistance to sister unions is an historic 
cornerstone of the labor movement. Such a tradition can continue only 
so long as all of the unions have faith that the call for help is truthful 
and necessary. Where a union submits a fraudulent statement as a basis 
for obtaining such financial assistance, it is guilty of gross wrongdoing 
to its sister unions and to the Federation of which it is a part. 


The representatives of the Union admitted to this Committee that 
this action could not be condoned. They sought to minimize its importance, 
however, as follows: 


(1) The Union Executive Council knew of the fraudulent report pre- 
pared by Klenert and therefore there was no attempt to mislead 


them; 


(2) This occurred five years ago and therefore was not a proper 
subject of inquiry by this Committee. 


Neither point is well-taken. The Union Executive Council’s knowl- 
edge of the fraudulent nature of the report submitted by Klenert only 
shows that the Council itself was equally delinquent in its duty. There 
is no evidence that the membership knew of the concealment of assets. 
Even more important there is no escape from the conclusion that a deliber- 
ate attempt was made to perpetrate a fraud upon the AFL. 


As to the fact that this all occurred five years ago, the Union miscon- 
ceives the purpose of this Committee and this investigation. We are 
charged by the AFL-CIO Constitution and policy Resolutions with the 
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duty to determine whether the Union “is dominated, controlled or sub- 
stantially influenced in the conduct of its affairs by any corrupt influence.” 
To this question, evidence of the 1952 transactions is clearly relevant. 
These 1952 transactions involve the principal Union officers who still 
occupy their positions and obviously influence the conduct of the Union’s 
affairs. Many of the Union Executive Council members who condoned 
these actions in 1952 are still Executive Council members of this Union. 
In short, we are determining whether the Union is dominated by corrupt 
influences, and all evidence relating to the character of the present influ- 
ences is highly relevant. 


The transcript of the 1952 AFL Subcommittee meeting and the testi- 
mony before the Senate Committee reveals that the original report filed 
with Mr. Meany early in August 1952 showed a deposit of $95,000 for 
a “union building” paid to the Mutual Title Company of Washington which 
had been “returned” to the Union. The fact is there never was a union 
building. 


In April 1952 Klenert and Valente each contracted to purchase new 
homes. The total purchase price for the two homes was $95,000. In 
early May 1952 Klenert and Valente brought in $95,000 in Union funds 
to the Title Company and told them to go ahead and close the home 
purchases. At one point, checks were written for the entire $95,000 to 
close the home deals, but these checks were subsequently voided, and 
only $57,000 out of the $95,000 “deposit” was used for the home pur- 
chases, leaving $38,000 on deposit with the Title Company. Klenert 
and Valente immediately began to try to cover up the transaction. 


Thus, on May 14, 1952, Klenert sent a letter to the Title Company, 
enclosing $57,000 of Union funds which, he wrote, was to be used as a 
“deposit on certain property for the United Textile Workers of America, 
to be identified as Parcel No. 2.” Klenert also stated in this letter that 
the Title Company was “holding” $95,000 as deposit for another union 
property “identified as Parcel No. 1.” Klenert requested that the Com- 
pany return “the first deposit of $95,000” and hold “the second deposit 
of $57,000.” The letter was a deliberate attempt to mislead anyone 
who read it. What the Title Company did, of course, was to take second 
“deposit” of $57,000, add to it the $38,000 remaining on hand, and 
return a check for $95,000 to the Union. The Title Company was acting 
in concert with Klenert, because its letter enclosing the $95,000 to the 
Union also referred to “Parcel No. 1” and “Parcel No. 2.” There was 
no denial by Klenert that “Parcel No. 1” and “Parcel No. 2” were 
figments of his imagination. 


As it stood on May 15, 1952, Klenert and Valente had taken $95,000 
of union funds, deposited it with the Title Company, and used $57,000 
of this money to buy homes for themselves. They then took $57,000 
more of union funds and sent it to the Title Company in order to get 
back a check for $95,000. In other words, Klenert and Valente took 
union funds to replace the union funds which had been used to purchase 
their homes. 


Entries were then made on the books to show $95,000 which had 
been deposited and returned. However, Klenert had to account for the 
$57,000 which had been used up. This he did by charging it up to 
organizing expenses as follows: 
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Canadian Situation ee ..............--. $18,000.00 


New Jersey Situation 7,000.00 
North Carolina 10,000.00 
Organizing Expense, New York 7,000.00 
Organizing Expense, Pennsylvania 8,000.00 
Organizing Expense, Midwest 5,000.00 
Organizing Expense, Massachusetts 7,000.00 

$57,000.00 


Klenert had drawn checks for these amounts payable to cash. He 
then took the checks and bought two Cashier’s checks, totaling $57,000. 
He then sent those checks to the Title Company on May 14th. These 
items were so completely unsubstantiated and so obviously questionable 
that the ouside auditor for the Union requested affidavits from Valente 
and Klenert, swearing that the $57,000 had in fact been used for organ- 
izing purposes. Valente and Klenert gave the Auditor such affidavits. 


It was about this time, however, that Mr. Meany had expressed 
his doubts concerning the original fabricated report. Thereupon, on 
August 27, 1952, Klenert and Valente went to the Union auditor, showed 
him a check for $57,000 from the Title Company payable to the Union 
and requested the return of their affidavits. What had happened in 
effect was this: Apparently concerned about Mr. Meany’s looking into 
the matter, Valente and Klenert borrowed money privately to replace 
the $57,000 of Union funds which had been spent for their homes and 
which had been charged to organizational expenses. They turned this 
money over to the Title Company and thereupon received a check from 
the Title Company in the amount of $57,000 as a return of the “deposit 
on Parcel No. 2.” They then asked the auditor to give back the affidavits 
and change his report so as to show the $57,000 as a “building deposit” 
which had been returned to the Union. The Auditor complied with their 
request, and the certified audits given Mr. Meany to replace the original 
fabricated report were also false and misleading since they reflected 
the transaction as “building deposits” rather than money taken for 
personal purposes and subsequently replaced. 


The means used by Klenert and Valente to raise the money with 
which to replace the $57,000 of Union funds are significant. Klenert 
borrowed $15,000 from a bank, with the aid and assistance of an employer 
under contract to the Union, the employer guaranteeing the loan with 
the bank. Valente borrowed $7,500 from a bank through the assistance 
of another employer, who also guaranteed the loan. Money was bor- 
rowed from a printer doing business with the Union. Money was also 
borrowed from a “loan-shaver” at an effective interest rate of 19%. 


As we have indicated, these monies were taken out of the Union 
and put back into the Union through a series of complicated trans- 
actions. Klenert and Valente sought to justify these transactions before 
this Committee on the ground that, first, the Union did not lose any 
money through the transaction and, second; that the purpose of the 
transaction was to secrete funds from new elements coming into their 
Union. We find neither justification satisfactory. After reviewing all 
the facts, we come to the conclusion that but for Mr. Meany’s inter- 
vention at that time, the Union would have sustained a financial loss 
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through these transactions. Similarly, we cannot accept the proposition 
that they had the right to secrete funds. Klenert and Valente’s “secre- 
tion” was so complete that 


(a) they sought to mislead the AFL; 
(b) they sought to mislead their own Union auditor; 


(c) they apparently even misled some of their own Executive 
Council members, if statements made by those members at the 
AFL Subcommittee meeting are any indication; 


(d) they made false affidavits; 


(e) they persuaded the president of the Title Company to write 
false letters; 


(f) they made false entries on the books of the Union. 


As to the first deposit of $95,000, from which the funds were 
originally taken, the books reflected assets which didn’t exist. This can 
hardly be termed a “secretion” of funds; it was plainly misappropriation. 
The subsequent transactions by which an attempt was made to hide the 
true nature of the transaction was nothing more than book-juggling to 
cover up the misappropriation. Such deliberate falsification of Union 
records necessarily casts doubt on other transactions. More important, 
it completely destroys the confidence that the membership and the public 
must have in the union officers who control the books. 


— 


Even the ultimate repayment of the funds involved unethical be- 
havior. The use of employers under contract to the Union in obtaining 
bank loans and the borrowing of money from a person doing business 
with the Union are reprehensible practices. They cannot be justified 
by showing that collective bargaining agreements with such employers 
compare favorably with other collective bargaining agreements or that 
the prices paid by the Union for materials purchased from the lending 
company were not exhorbitant. The plain fact is that a Union and its 
officers must avoid such compromising situations at all costs. Such 
situations cannot help but reflect adversely on the Union and on the 
entire labor movement, as they have in this case. We do not accept 
Valente’s and Klenert’s denial of knowledge as to the guarantees of 
the loans by the employers. We think that they should have known, and 
probably did know, that the Bank would insist on such guarantees. 


The Senate Hearings also developed testimony casting doubt on 
other monies withdrawn by Klenert and Valente and charged on the 
Union records for organizing expenses. Some of these were explained 
satisfactorily to this Committee and substantiated by records and 
vouchers. The records reflect, however, that some $6,000 was drawn 
by Klenert on May 27, 1952, for “organizing expenses in Canada.” 
Klenert stated that the entire $6,000 was paid to a man named Jacques 
for the purpose of counteracting violence promoted by the Communists 
in Canada. We think a great deal of doubt remains as to just how this 
money was spent. Klenert did not know Jacques’ last name. He stated 
that Jacques refused to give him a receipt for the money. He could not 
name any Union representative in Canada who knew or who had ever 
seen him with Jacques. In fact, the record is barren of any information 
as to the role Jacques played in the Canadian situation. It would appear 
that the people who handled the Communist situation in Canada were 


552 


me aires) i ae GE ee hat as) oe ee 
RE ae 1G an a = wees a 
Stee. £2 oO. pee 
> Cet eee ee 
. 
es . 7 ee ae = 4 : : : 
es a | XUM 
“a i. Roy eta ° 2s ay) 


members of the Seafarers International Union, AFL, and that they 
received no payment for their efforts. We conclude that no satisfactory 
explanation of this transaction was given to the Senate Committee or to 
this Committee, particularly in light of the admitted falsification of 
union records in other instances, 


We turn to the personal expenditures of Mr. Klenert. The Senate 
Committee hearings developed testimony that during the period from 
1954 through 1956, aside from the home purchase which was repaid, 
some $64,000 of Union funds were spent by Klenert for personal pur- 
poses, none of which has ever been repaid. A detailed listing of these 
expenditures as developed before the Senate Committee was made a part 
of th Staff Report, so that Klenert would have ample opportunity to 
explain them. A summary of the questioned expenditures is as follows: 


Cash advanced from hotels to Klenert and merchandise 
for Klenert paid for by hotels, and subsequently 


charged to the Union .. $30,036 
Use of credit cards to obtain merchandise and charged 
to the Union _..__. 3,779 


Hotel charges in Miami Beach, Bermuda, and Maine 

for Klenert, his family and relatives, not shown to 

be related to Union business but charged to the Union 13,118 
Air travel for Klenert, his family and relatives, not 

shown to be related to Union business, but charged to 


the Union sskdlunsa sokod fawtcelacinsstekucspedehs csi abbicedlciastads Sie 3,702 
Rental of cars while at hotels in Miami Beach ee 
Purchases of Theatre Tickets ........................--.0.......0.+s. . 11,411 

$64,180 


As to certain items included by the Senate Committee there was no 
definite evidence that Union funds were involved. Accordingly, we have 
excluded those items. As to the items listed in the above summary, Klen- 
ert does not deny that these items were paid for by the Union. The 
sole question is how many of these expenditures were properly related 
to union business and therefore properly charged to the Union. Klenert 
complained that he was not given an opportunity to explain these items 
before the Senate Committtee. Every opportunity was afforded him 
before this Committee to make such explanation. In light of the wholly 
inadequate records kept by Klenert and the improper manner in which 
these items were handled, we undoubtedly would be justified in discount- 
ing the explanations completely and finding the entire $64,000 spent 
by Klenert unrelated to union activities. However, even if we take his 
explanation at face value, it is clear that Klenert used at least $35,000 
of union funds for personal purposes during this period. There is no 
relationship between union business and extensive purchases of cloth- 
ing for Mrs. Klenert, hotel charges in Miami Beach for Mrs. Klenert, 
and family, while Klenert was attending a union meeting in New York, 
travel expense by the Klenert family to Florida while Klenert was else- 
where, vacation trips to Maine, golf balls and caddy fees; beauty salon 
charges, appliances, toys, and jewelry. 


As to these items and other items of similar nature, totalling, as 
we said, at least $35,000 during a three-year period, Klenert seeks to 
sweep them all under the rug of a Union Executive Council resolution 
passed in 1948. 
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In 1948 Valente was receiving a salary of $7,500 per year and 
Klenert was receiving a salary of $6,500 per year. Both were also receiv- 
ing an unvouchered per diem allowance of $145.00 per week, plus reim- 
bursement for all vouchered expenses incurred on union business. A 
member of the Union Executive Council moved that Valente’s salary be 
increased to $15,000 and Klenert’s salary be increased to $14,000. Klen- 
ert and Valente advised their Executive Council that such action might 
be misinterpreted by outsiders. The maker of the motion thereby amended 
it to increase Valente’s salary to $8,500 and Klenert’s salary to $7,500 
but that in addition both Valente and Klenert would be authorized to 
spend the difference between their salary and the amounts he had origi- 
nally proposed as they might deem to be necessary, “which would main- 
tain the dignity and prestige and appearance of the International Presi- 
dent and Secretary-Treasurer while engaged in work for the International 
Union, as part of their legitimate expenses.” 


Klenert’s position based on this resolution is that he in effect had 
authority to spend an additional $6,500 per year (over and above his 
salary, his weekly per diem, and his vouchered expenses) for personal 
purposes without any accounting to the Union for such expenditures. 
We think the position is untenable for many reasons. 


First, in some years such personal expenditures paid for by the 
Union were more than $6,500. Indeed, for the three-year period in ques- 
tion, Klenert’s personal expenditures paid for by the Union totalled far 
more than $19,500—the total amount which would have been available 
to him under his theory. Apparently, Klenert’s further position is that 
these amounts were cumulative and therefore he could use the entire 
amount accumulated between 1948 and the termination date of this 
arrangement. Klenert states that in fact he did not draw any of this 
money prior to 1953. Unfortunately, the Union had chosen to destroy 
many of its financial records for the period prior to 1953, and this fact 
cannot be checked. An additional doubt is cast on Klenert’s theory by 
the fact that he continued to draw union funds for personal purposes even 
after his salary was raised as a result of the 1956 Union Convention to 
the figure originally proposed in 1948. Thus, the Senate Committee’s 
summary of alleged improper uses of Union funds show Klenert having 
drawn money as late as March 1957. Klenert stated that he discontinued 
such drawings as soon as the union trustees suggested that they be dis- 
continued, some time in May 1957. We cannot criticize too strongly the 
attitude of the chief financial officer of the Union who waits until the 
trustees request him to discontinue a practice which even under Klenert’s 
dubious theory became improper after the 1956 convention. No restitu- 
tion has yet been made for the period from October 1956 until March 
1957. While Klenert stated to the Committee that he is willing to make 
such restitution, the fact remains that even at this late date and after 
all the obloquy Klenert has brought down on himself and the Union, 
Klenert still drags his feet. 


It is significant that Valente drew little or none of this “additional” 
salary, which Klenert claims was authorized by the 1948 resolution. 
Valente stated to this Committee, however, that he was entitled to such 
money and there was nothing reprehensible about Klenert having drawn 
it. If the allowance was as unfettered as Klenert claims it was and if, 
in addition, it was cumulative from 1948 on, we cannot understand why 
Mr. Valente refused to draw any of this money. We have the incongru- 
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ous situation where Valente refuses to draw money that he claims he has 
an absolute right to, but instead borrows money from a “loan-shaver” at 
19% interest to pay for his house. 


We cannot accept this explanation. We conclude that Klenert’s draw- 
ing this money was improper, and that Valente defending Klenert’s action 
constitutes a gross disregard of Valente’s responsibilities as chief execu- 
tive officer of the Union. 


The Executive Council Resolution, moreover, provided that Klen- 
ert was entitled to spend this money “while engaged in work for the 
International Union, as part of their legitimate expenses.” The items 
we have listed certainly are not legitimate union expenses, and any Union 
Executive Council members who stated, as did some members before 
this Committee, that they expected Klenert to spend the money as he 
did, are guilty of a gross violation of trade union ethics. Such an atti- 
tude on the part of Klenert and Valente indicates a callous disregard for 
the fact that this was money belonging to the Union members to be 
spent only for legitimate union purposes. 


Any doubt as to the impropriety of these allowances and the 1948 
resolution are wholly dispelled by reference to the Union Constitution 
which fixed the officers’ salaries, subject to change only by action of 
the Union convention. Indeed, the Convention did act in 1948 to increase 
Valente’s and Klenert’s salary to $8,500 and $7,500 respectively. One 
searches the Report of Proceedings of the 1948 Convention (and all sub- 
sequent Conventions) in vain for any authorization as to this “addi- 
tional” salary or expense allowance. The Union Executive Council action 
of 1948 clearly violated the Union’s Constitution, and no report was made 
of this action to the Convention assembled. 


In summary, we think the use of Union funds for personal expenses 
by Klenert violates standards of ethical conduct. He was already receiv- 
ing a rather substantial per diem allowance which itself was unvouchered. 
To permit the Union in addition to pay for purely personal expenses on 
a regular basis served only to bring the Union and its officers into dis- 
repute. 


2. Conflict of Interest 


The Staff Report described in detail the arrangement by which Mr. 
Joseph Jacobs, Southern Regional Director and attorney for the Union, 
leased cars to the Union through a company owned by him. Mr. Jacobs 
defended the transaction on the ground that the purpose was to save 
the Union money, that the rate charged was comparable to that charged 
by other car-leasing companies and that the amount of profit which 
inured to him was very small. The Senate Committee had received testi- 
mony that a lower rate would have been available to the Union for 
such automobiles, but Jacobs denied this. 


We think the amount of profit received by Jacobs is not significant. 
We think it imperative that Union officials avoid all transactions where 
their personal interest may conflict with the Union’s interest. The moral 
issue is clear: A person cannot serve two masters and a Union leader 
must choose the Union as his primary concern. The conflict over whether 
the rate charged the Union was competitive amply demonstrates the diffi- 
culties created for the union and the union leader when such conflicts 
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are permitted to develop. Mr. Jacobs proposes to disassociate himself 
from the auto-leasing business, but this conflict of interest should never 
have been permitted to arise. 


3. The Practices and Procedures of the Union 


The transactions set forth above make it very clear that the practices 
and procedures engaged in by the Union and its principal officers failed 
in providing any effective controls over the use of Union funds. There 
was obviously no regard for the principles of trust which union officials 
must have in handling union funds. As pointed out in the Staff Report, 
the auditing and record-keeping were wholly inadequate. Vouchers were 
not required, even though the amounts of money spent were substantial. 
Even where records were kept for such items as Convention expenses, 
they were incomplete and not centralized. For all of this, Klenert, as 
the chief financial officer of the Union, must take full responsibility. This 
is particularly so since the Union Trustees performed their auditing 
work perfunctorily, as Klenert well knew. We have already referred 
to the destruction of records prior to 1954. This was pursuant to a reso- 
lution of the Union Executive Council adopted in 1954 which authorized 
such destruction after three years. This policy was reversed in April 
1957 and the records of the Union will now be kept for a period of at 
least seven years. However, the fact remains that there are no financial 
records existing for the period prior to 1954. We cannot help but note 
that the initial action was taken during the period when Klenert and 
Valente were being subjected to investigation by the Internal Revenue 
Bureau. Whether or not the 1954 Resolution was passed with that 
investigation in mind, the fact remains that it is impossible for either 
the Union membership or this Committee to review many of the dis- 
puted transactions because no records exist. 


In connection with the income tax investigation of Klenert and 
Valente, the Staff Report raised the question as to the payment by the 
Union of tax deficiencies assessed against Klenert and Valente. The 
justification by Klenert and Valente again was that the Union Executive 
Council had authorized it. We must again say that at the very least 
the Union Executive Council used poor judgment. Such deficiencies were 
purely personal by their nature and their payment constituted an im- 
proper use of Union funds. 


The Union contends that many steps have been taken to improve 
these procedures. These steps are certainly in the right direction, but 
none of them were taken until very recently. Certainly sufficient doubts 
had been raised about this Union’s procedures as far back as 1952 when 
the AFL appointed its Subcommittee to look into various matters raised 
by the false report, submitted to the AFL. The AFL Subcommittee urged 
the Union Executive Council to review the financial procedures and the 
obvious irregularities. Instead of thoroughly investigating the matter and 
improving its procedures, the Union Executive Council chose to write a 
“white-wash” report. From all that was brought out at the hearing, it 
is a fair conclusion to say that nothing was done to correct any of the 
procedures until such corrections were absolutely forced upon the Union 
by the Senate hearings, by this Committee’s pending investigation and 
by the promulgation of the Ethical Practices Codes. There is nothing in 
the record either before this Committee or before the Senate Committee 
to show that the Executive Council or the principal officers of the Union 
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had any concern about the questionable practices above related until this 
year. It is not enough to say, as Klenert and Valente did before this 
Committee, that in retrospect they would have done things differently. 
The Union and its officers had five years or more in which to look back 
on these transactions and yet no steps were taken to correct the pro- 
cedures until this year. We think this reflects a disregard for the prin- 
ciples of trust which all responsible Union officials must have. 


The Union urged to the Committee that many of these transactions 
happened five years ago, and that the Ethical Practices Codes were 
not then in existence. We must reiterate that these proceedings are 
brought for alleged violation of the AFL-CIO Constitution and not the 
Codes. The Codes are not being retroactively applied to Klenert, Valente, 
or the Union. The provisions of the Codes which have been referred to in 
this report are not enactments of new law, nor do they change or modify 
the Constitution. They represent reiterations of principles and illustrative 
examples of trade union morality under which the labor movement has 
always operated and are designed to assist the AFL-CIO and its affiliated 
unions in their constitutional determination to keep the labor movement 
free from any taint of corruption. In short, most of the specific provi- 
sions of the Codes merely constitute restatement of “traditional prac- 
tices” of the trade union movement. The conduct of Klenert and Valente 
described above involves more than technical violations of the rules set 
forth in the Codes. The conduct set forth above must be condemned as 
corrupt by any standards and whenever it happened. 


The Union and its officials urge that they now have adopted the 
Ethical Practices Codes in toto. Indeed, they claim that in many respects 
their standards are now more rigid than those set forth in the Codes. 
This, too, is a step in the right direction, but mere “adoption” of the 
Codes is not sufficient. The Codes can only be measuring sticks by which 
to judge the integrity of trade unions and their officials. The ethics 
themselves, however, will be those of the individuals who make up the 
Union. What is more significant, therefore, is that the Union and its 
officials failed to institute correctional proceedings except under pressure. 
What is more significant is that Klenert did not stop drawing his “addi- 
tional” salary until the trustees suggested it. What is more significant is 
that Klenert has not yet made restitution for the period subsequent to 
October 1956 and that he has never even offered to make restitution for 
the period prior to that. What is more significant is that the Union Execu- 
tive Council seems to have condoned every action of its principal officers 
no matter how irregular. We are compelled to the belief that this Union 
and particularly its principal officers have no genuine desire to initiate 
and follow standards of ethical conduct. 


The Committee finds that Valente and Klenert attempted to perpe- 
trate a fraud on the AFL by submitting a false report for the purpose 
of obtaining a loan to the Union. The Committee finds that Klenert and 
Valente used Union funds to purchase their homes and that but for 
Mr. Meany’s intervention in 1952 the Union might well have sustained a 
loss from that transaction. We find that devious means were used in 
an attempt to cover up that transaction, including the falsification of 
Union records. The Committee finds that Klenert and Valente had finan- 
cial dealings with employers under contract to the Union and with a 
supplier to the Union. The Committee finds that Klenert extensively 
used Union funds for personal purposes and that none of this money has 
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been repaid to the Union. The Committee finds that Jacobs engaged in 
a transaction clearly conflicting with his Union position. The Commit- 
tee finds that the practices and procedures of the Union were so loose 
as to permit these and other irregularities to develop and that Valente 
as the President and principal officer, and Klenert as the chief financial 
officer of the Union, must be held responsible for such practices. 


Conclusion 


For the reasons set forth in this report, the Ethical Practices Com- 
mittee concludes that the United Textile Workers of America does not 
meet the standards for ethical union practices set forth in the AFL-CIO 
Constitution. 

Respectfully submitted, 
Albert J. Hayes, Chairman 
George M. Harrison 
David Dubinsky 
Jacob Potofsky 
Joseph Curran 


Resolution by Executive Council 
on 
United Textile Workers of America 


New York City, New York, September 24, 1957 


The Executive Council of the AFL-CIO, having given full considera- 
tion to the Report of the Ethical Practices Committee regarding the 
United Textile Workers of America, and having heard and given full 
consideration to the representatives of the International Union in this 
matter, 

RESOLVES, 1. That the Report of the Ethical Practices Committee 
to the AFL-CIO Executive Council regarding the United Textile Workers 
of America is approved and adopted by the Executive Council; 


2. The Executive Council finds and concludes that the United Textile 
Workers of America is dominated, controlled or substantially influenced 
in the conduct of its affairs by corrupt influences in violation of the Con- 
stitution of the AFL-CIO; 

3. The Executive Council, in accordance with the powers vested 
in it by the Constitution of the AFL-CIO, hereby orders and directs the 
United Textile Workers of America: 


(1) To correct the abuses set forth in the Report of the Ethi- 
cal Practices Committee, and 


(II) To eliminate corrupt influences from the Union and to re- 
move and bar from any position or office, either appointive or elec- 
tive, in the International Union, or in any of its subordinate bodies, 
those who are responsible for these abuses. 


4. The Executive Council directs the United Textile Workers of 
America to report to the satisfaction of the Executive Council, at a 
special meeting called for this purpose on October 24, 1957, the steps 
taken to comply with the foregoing directive. 
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Resolution by Executive Council 
on 
United Textile Workers of America 


Washington, D. C., October 25, 1957 


On September 24, 1957, the Executive Council of the AFL-CIO, hav- 
ing given full consideration to the report of the Ethical Practices Com- 
mittee regarding the United Textile Workers of America, found and con- 
cluded that the United Textile Workers of America is dominated, con- 
trolled or substantially influenced in the conduct of its affairs by cor- 
rupt influences, in violation of the Constitution of the AFL-CIO. The 
Council, in accordance with the powers vested in it in such cases by 
Article VIII, Section 7, of the AFL-CIO Constitution, directed the United 
Textile Workers of America to correct the abuses set forth in the report 
of the Ethical Practices Committee, to eliminate corrupt influences from 
the Union and to remove and bar from any position or office, either ap- 
pointive or elective, in the International Union, or any of its subordinate 
bodies, those who are responsible for these abuses. 


At the present meeting of the Executive Council the officers of the 
United Textile Workers of America reported to the Council the steps 
taken by that Organization to comply with the directives of the Council. 
The Council notes the actions taken by the United Textile Workers of 
America but is not satisfied that the United Textile Workers of America 
has fully complied with the Council’s directives and has satisfactorily 
cleaned house. 


In accordance with the powers vested in it by Article VIII, Section 
7, of the Constitution, the Executive Council therefore directs that the 
United Textile Workers of America shall stand suspended as of Novem- 
ber 15, 1957 from the AFL-CIO, unless the United Textile Workers 
of America shall agree before that date: 


(a) To remove and bar from office in the International Union 
those named by the Executive Council in its September 24 report 
as being responsible for the abuses referred to in that report; 


(b) That a special representative appointed by the President 
shall be given authority to direct such further actions, including 
the calling of a special convention, the cancellation of the financial 
arrangement calling for the payment of $104,000 to former Secre- 
try-Treasurer Klenert and such other actions and steps as may be 
appropriate to correct the abuses set forth in the report of the 
Ethical Practices Committe to eliminate all other corrupt influ- 
ences from the United Textile Workers of America and to ensure 
compliance by the International Union with the AFL-CIO Con- 
stitution, the Codes of Ethical Practices adopted by the Executive 
Council, and the directives of the Executive Council in this matter. 


In the event the United Textile Workers of America fails to con- 
sent to the conditions set forth above, the Executive Council will recom- 
mend to the forthcoming convention of the AFL-CIO that the United 
Textile Workers of America be expelled from the AFL-CIO. 
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Report and Recommendations of 
AFL-CiO Vice President Joseph A. Beirne, 
Hearing Officer, to President George Meany, 
Regarding Charges Against 
Waste Material Handlers Local No. 20467 
and Paul Dorfman 
July 30, 1957 


The Undersigned, AFL-CIO Vice President Joseph A. Beirne, Hear- 
ing Officer, submits herewith his report and recommendations regarding 
his investigation into the charges against Waste Material Handler Local 
Union No. 20467, hereinafter called “Local,” and Paul Dorfman, sus- 
pended Financial Secretary-Treasurer of the Local. 


Introduction 


On December 27, 1956, President Meany, acting pursuant to his 
powers under the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, sent the following communication to 
Paul Dorfman: 


“In accordance with the powers vested in me by Article XV, 
Section 2 of the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, you are hereby charged with failing 
to comply with principles and provisions of the AFL-CIO Con- 
stitution and the Rules Governing Directly Affiliated Local Unions 
and with engaging in activities which are contrary to the welfare 
and the best interests of the AFL-CIO. 


“Included among your actions which constitute violations are 
your failure to comply with policy resolutions on ethical practices 
and on health and welfare plan administration adopted at the First 
Constitutional Convention of the AFL-CIO and your failure properly 
to carry out the functions of your offices or positions in F.L.U. 
No. 20467. 


“A hearing on these charges will be held before Hearing Officer 
Joseph A. Beirne, Vice President, AFL-CIO, on January 7, 1957, 
at 2 P.M., in Room 101 at the AFL-CIO Building, 815 Sixteenth 
Street, N.W., Washington, D. C. You may present your answer to 
these charges at this hearing.” 


On the same day, President Meany established a trusteeship over the 
affairs and property of the Local. Eugene P. Moats, AFL-CIO Regional 
Director in Chicago, was appointed as trustee. All of the officers of the 
Local, except Dorfman, were appointed by President Meany to continue 
to serve as temporary officers under the supervision of the trustee. 
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This was accomplished by the following communication sent by Presi- 
dent Meany to each officer of the Local: 


“In accordance with the powers vested in me by Article XV, 
Section 2 of the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, you are hereby notified that, effec- 
tive immediately, all officers of Waste Material Handlers Local 
Union No. 20467 are suspended and a trusteeship is established over 
the affairs and property of F.L.U. No. 20467. 


“Mr. Eugene P. Moats has been appointed by me as trustee to 
take charge of and conduct the affairs of F.L.U. No. 20467 during 
the period of suspension. 


“All of the incumbent officers except Financial Secretary- 
Treasurer Paul Dorfman are hereby appointed as temporary officers 
to serve, in the respective offices which they now hold, under the 
supervision of the trustee. 


“The foregoing action has been taken on account of the failure 
of F.L.U. No. 20467 to comply with provisions and principles set 
forth in the AFL-CIO Constitution and the failure of F.L.U. No. 
20467 to conform its policies to the policies of the AFL-CIO, in- 
cluding the policy resolutions on ethical practices and on health and 
welfare plan administration adopted by the First Constitutional Con- 
vention of the AFL-CIO. Moreover, this action is necessary to pro- 
tect the interests of the membership and the funds and property 
of F.L.U. No. 20467 because of charges which have been brought 
against Financial Secretary-Treasurer Paul Dorfman. 


“This letter shall constitute the charges and notice of the 
charges against F.L.U. No. 20467. A hearing on these charges 
will be held before Hearing Officer Joseph A. Beirne, Vice President 
of the AFL-CIO, on Monday, January 7, 1957, at 2 P.M., in Room 
101 at the AFL-CIO Building, 815 Sixteenth Street, N.W., Wash- 
ington, D. C. F.L.U. No. 20467 will be given an opportunity to 
present its answer to the charges at this hearing.” 


President Meany directed the trustee, in the name of the AFL-CIO, 
to take charge of and conduct the affairs of the Local and to demand 
all of the funds and all other property of the Local be held in trust for 
the benefit of the Local and be expended only in the proper conduct of 
its affairs. The officers of the Local turned over the Local’s funds and 
other property to the trustee in an orderly manner. 


As specified in the notices sent to Dorfman and the other officers 
of the Local, a hearing was held before the undersigned hearing officer 
comencing on January 7, 1957, at 2:00 P.M. at the AFL-CIO Head- 
quarters in Washington, D. C. Additional hearing sessions were held 
in Chicago on February 14 and February 15, 1957, and in Washington, 
D. C., on March 1, 1957. 


The hearing was conducted in accordance with the Rules Governing 
Directly Affiliated Local Unions established by the AFL-CIO Executive 
Council. 


All parties and counsel were afforded every opportunity to give 
testimony, make statements, question and cross-examine witnesses, in- 
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troduce evidence, and make their legal contentions. After the close of 
the hearing all parties were afforded an opportunity to submit any 
additional materials; and the charged parties filed a comprehensive 
brief. A complete transcript was taken of the hearings and made 
available to the parties. 


The charged parties were represented by counsel, who were in at- 
tendance throughout the hearing. They were Joseph Jacobs, of Chicago, 
chief counsel; Mozart G. Ratner, of Chicago, and Herbert S. Thatcher 
of Washington, D. C., associate counsel. Also present at the hearing, 
in addition to the witnesses, were: Arthur J. Goldberg, AFL-CIO Special 
Counsel, who assisted the hearing officer; Wesley Reedy, assistant to the 
AFL-CIO Secretary-Treasurer Schnitzler; and Robert C. Mayer, of the 
Office of General Counsel, AFL-CIO. 


Summary of the Evidence 


A—Testimony in Support of the Charges 


At the opening of the hearing, the documents previously referred to 
were introduced. In addition, a copy was introduced of the transcript 
of testimony of hearings held in November 1953, before the Subcom- 
mittee on Union Welfare Funds and Labor Racketeering in the Detroit 
Area of the House Committee on Education and Labor. Particular 
reference was made to the testimony of Paul Dorfman and his son, 
Allen Dorfman, in those hearings, a staff report dealing with the Union 
Casualty and Life Insurance Company and the Union Insurance Agency 
of Illinois reproduced in the transcript of hearings, and all of the testi- 
mony bearing on the relationship between Paul Dorfman and the Union 
Insurance Agency of Illinois. Although objection was made to the 
competence of the House Committee transcript as being hearsay and 
not subject to cross-examination, and also to its relevance, Paul Dorf- 
man was invited to, and did, testify on and also offered testimony of his 
son regarding matters appearing in it. 


In addition to the introduction of the transcript of the House hear- 
ings, the following witnesses testified in support of the charges: John 
J. Lorden, Director of the AFL-CIO Auditing Department; Eugene P. 
Moats, AFL-CIO Regional Director in Chicago, who has been appointed 
as trustee of the Local; Murray W. Latimer, consultant on pensions 
and insurance for the AFL-CIO and various unions and former chair- 
man of the Railroad Retirement Board; and George C. Cummings, an 
Illinois certified public accountant who had been retained by Trustee 
Moats to examine the books and accounts of the Local Union and the 
Welfare Fund. 


Lorden testified that he had written a memorandum to Secretary- 
Treasurer Schnitzler, on December 20, 1956, recommending that the 
Local be placed under trusteeship to protect the interest of the mem- 
bership and read the text of the memorandum. It contained four 
reasons: 


(1) Audits showed that Paul Dorfman was drawing $150 as weekly 
salary from the Local and was also drawing $125 weekly salary 
from the jointly-administered Welfare Fund, created from em- 
sa ‘a of the Local (hereinafter referred to as 
“ un ” . 
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(2) Dorfman had pleaded the Fifth Amendment 71 times in refusing 
to answer questions during the House Subcommittee hearings 
referred to above. 


(3) The Insurance carrier for the Fund had as its exclusive Illinois 
general agent the Union Insurance Agency of Illinois, a part- 
nership between Dorfman’s son and his wife, and controlled by 
Dorfman’s son. 


The available funds of both the Local and the Fund, amounting 
to about $165,000 altogether, were held in non-interest bearing 
checking accounts, and could very easily be misused because 
under the sole control of Dorfman and persons dominated by 
him. 


(4 
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Moats testified on the basis of his examination of the records made 
available to him since assuming the trusteeship of the Local. He 
reported that the Local’s minutes for December 1, 1956, showed that 
Dorfman’s entire weekly salary of $275 was thereafter to be paid 
entirely by the Local. Also, the term of office for Local officers was 
reduced from five to four years. Moats said he found letters from the 
Union Insurance Agency in the Local files. The letters were signed by 
Allen Dorfman, Dorfman’s son, and they related to the Local’s insurance. 


In addition, Moats stated that the reports of the auditors retained 
by Dorfman for the Local relating to the Local and Fund treasuries had 
not been certified; that proper and regular reports on the operation of 
the Fund had not been rendered to its beneficiaries; that no proper check 
had been maintained to insure a proper relationship between claims, 
premiums and dividends, as required by AFL-CIO policy; that the 
monies of the Local and the Fund had been commingled and not been 
invested; that the Local made certain rental charges against the Fund; 
and that the Fund had been charged with specified personal travel 
expenses. 


Murray W. Latimer, AFL-CIO Consultant on Pensions and Insur- 
ance, gave a detailed analysis of the Fund. His written report is an 
Exhibit in this case. He stated that the Fund had been in existence 
since May 1, 1946, providing disability and surgical benefits under a 
contract with the Union Casualty and Life Insurance Company (which 
subsequently became the Mount Vernon Life Insurance Company). Death 
benefits were paid directly from the Fund. Since August 1, 1953, group 
life insurance was added, by the same insurer. The employer contribu- 
tion to the Fund was originally 3% and was raised in May 1954 to 4%. 
Latimer presented a study of the premiums, claims, retention rates and 
similar data. 


It was Latimer’s opinion that the Local should definitely have 
demanded a far greater share of the insurer’s surplus than it obtained. He 
believed that a number of other companies would have supplied the same 
protection at a lower net cost, although a switch at the moment might not 
bring any saving. He thought that the retention rate to the insurance 
company was unnecessarily high. 


Geerge C. Cummings, an Illinois Certified Public Accountant, was 
critical of the Union’s accounting procedures. He believed that the rental 
charges against the Fund by the Local were excessive. Also, he sum- 
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marized certain payments of personal expenses, such as Dorfman’s club 
memberships and automobile expenses, by the Local. Further, he testified 
that a considerable amount of Fund money had been in the Local’s treas- 
ury from May 18, 1951, to April 27, 1954, and he said that the Local 
would have had a net operating deficiency during this period if the Fund 
monies had not been available. 


B—The House Subcommittee Hearings 


The House Subcommittee hearings referred to above took place in 
November 1953. Although other matters were gone into, much of the 
testimony involved the Union Casualty and Life Insurance Company 
and the Union Insurance Agency of Illinois. (The company was originally 
known as the Union Casualty Company. Later it changed its name to 
Union Casualty and Life Insurance Company. Still later, its name became 
Mount Vernon Life Insurance Company. For convenience, I will hereafter 
refer to it simply as the Insurance Company. The Union Insurance Agency 
also went through a series of name changes, and I will refer to it as the 
Agency.) Both Paul and Allen Dorfman, as well as Dr. Leo Perlman, 
the controlling influence in the Insurance Company, and a number of 
Teamster and IBEW representatives, testified with respect to matters 
relating to the Agency. In addition, the hearings contain a detailed staff 
report prepared by Martin S. Uhlmann covering the operations of the 
Insurance Company, the Agency, and United Public Service Corp., a 
related company also controlled by Dr. Perlman, during the years 1948 
through 1952 and the first six months of 1953, which was based on an 
examination of their books, as well as of the records of the New York 
State Insurance Department. 


The report shows that during the years covered, the Insurance Com- 
pany had shown an “extraordinarily” rapid growth, from gross direct 
premiums of $1,960,000 in 1949 to about $8,900,000 in 1952. Almost all 
of this increase was attributable to three large policies issued to (1) 
the Central States Welfare Fund, (2) the Welfare Fund of the Michi- 
gan Conference of Teamsters, and (3) Local 1031 of the International 
Brotherhood of Electrical Workers. Of the total of $8,900,000 in premiums 
written by the Insurance Company for the year 1952, $6,850,000—or 
nearly 77 percent—arose out of these three policies. 


The Union Insurance Agency of Illinois, according to the report, 
was “instrumental” in having this insurance placed with the Insurance 
Company. Indeed, these three policies constituted not only most of the 
Insurance Company’s total business; they provided almost all of the 
Agency’s business. During the period between late 1949 and June 1953, 
the Insurance Company paid to the Agency, in commissions and allow- 
ances on these three policies, the sum of $724,000. In addition, during 
the same period the Agency received approximately $225,000 from United 
Public Service Corp., another corporation controlled by Dr. Perlman, 
which had in turn received “overwriting” commissions from the Insur- 
ance Company on these same policies. In addition, during this period 
the Agency (or Allen Dorfman) received from the Insurance Company 
some $26,000 of “reimbursement expenses.” 


The Agency, according to the staff report, was formed in 1949 by 
Rose and Allen Dorfman. Rose Dorfman is Paul Dorfman’s wife; Allen 
is his son. Its original capital, as stated in the staff report, was approxi- 
mately $27,300; $20,000 of which was contributed by Rose and $7,300 by 
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Allen. (Allen testified in the hearing before me that the original capital 
was only $5,000 and that it was all contributed by Rose Dorfman. The 
difference seems to be explained by Allen’s testimony before the com- 
mittee. He told the committee that the Agency was first called the Circle 
Insurance Agency and was a corporation, the stock of which was held by 
himself, his mother Rose, and his grandfather, a Mr. Ritman. The name 
was then changed to Union Insurance Underwriters, Inc., and finally to 
Union Insurance Agency, which was originally a corporation and later 
was changed to a partnership. It seems reasonable to suppose that Allen, 
in his testimony before me, gave the original capital investment in Circle, 
while the staff report’s figures are based on the capital investment in the 
partnership, which included the accumulated profits of the earlier period. 
In any case, I credit Allen’s testimony before me and assume that the 
original investment was all from Rose and was $5,000.) The net profits of 
the Agency, after expenses, were large. They rose from $21,000 in the 
year ending April 1951 to $237,000 in the year ending April 1953. The 
total net profits of the Agency in those three years were $373,000. (From 
information adduced at the hearing before me, it appears that the total 
net profits continue to be at least as substantial.) 


Allen Dorfman originally took only %4 of the net profits and Rose 
took %. Beginning in the year ending April 1953, Rose’s share was 
reduced to one-half and Allen’s increased to one-half. Even so, in that 
year, Rose netted more than $100,000. Allen, in addition to his share of 
the profits, drew a salary. Rose, presumably because of the relative unim- 
portance of any services she rendered, drew no salary. During the period 
covered, Rose actually withdrew $192,000 from the Agency, leaving a 
balance of $40,000 to her credit. 


C—Testimony in Support of Dorfman 


Dorfman testified at length in his own behalf. His son, Allen Dorf- 
man, and the following also testified: Gladys Walsh, the Union’s book- 
keeper; Stanford Clinton, a Chicago attorney who represented both 
Dorfmans before the House Subcommittee in 1953; Ted Shulman, the 
employer trustee of the welfare fund; William Smith, Secretary-Treasurer 
of the Mount Vernon Life Insurance Company (the successor to Union 
Casualty and Life Insurance Company); and A. M. Kunis, who was its 
Vice-President and Actuary and became a Consultant Actuary during the 
course of the hearing; a number of employers who dealt with Paul Dorf- 
man as the representative of their employees who testified as to Dorf- 
man’s integrity and honesty; and one witness who attested to Paul Dorf- 
man’s good record and participation in charitable and community affairs. 
Depositions were introduced on Dorfman’s behalf from two additional 
employers, Jerome M. Sax, the president of the bank in which the Union’s 
funds and the Welfare Fund were deposited; Morris B. Sachs, the City 
Treasurer of Chicago; Earl Quinn, the Executive Secretary of the Cook 
County Branch of Labor’s League for Political Education; and Herbert H. 
Ostrow, an accountant who had worked on the audit of the Local’s books. 
In addition to this individual testimony, a number of members of the 
Local in effect testified en masse at the Chicago hearing by voicing their 
approval of counsel’s statement declaring their satisfaction with Dorf- 
man and their emphatic support for him and his record. 


Dorfman’s testimony was quite lengthy. According to his testimony, 
the Waste Material Handlers Union, then known as the Scrap Iron Han- 
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dlers Union, was in existence before he was connected with it. Prior to 
1939 Dorfman had been a business agent for the Retail Clerks Union in 
Chicago and had also worked for the Painters Union and other unions in 
the Chicago area. In 1939 the Local Union, which had been largely a 
shake-down operation, collapsed as a result of a fight between the two 
men who were running it. Dorfman was asked by the Regional Repre- 
sentative of the American Federation of Labor to take over the Local 
and attempt to reorganize it. He went to work in the industry and was 
subsequently elected as Secretary-Treasurer of the Local. At that time, 
the Union had no assets and virtually no organization. 


Dorfman testified that he had never received any money from any 
employer by way of a bribe or a kickback or anything of a similar kind 
of payment, but on the contrary, he eliminated the previously-existing 
practice of paying off the union representatives in lieu of settling 
grievances. 


In 1946, a health and welfare plan was inaugurated as a result of a 
collective bargaining agreement under which the employers contributed 
3% of their gross payroll to a health and welfare fund. Dorfman testified 
that the Local’s attorney told him that there were only two insurance 
companies which would write health and accident insurance for this Local 
without requiring the payment of a larger premium than would otherwise 
be charged because the membership of the Local was 95% colored. One 
was the Union Casualty Company. A policy was negotiated with this 
Company, the premiums for which were paid from the welfare fund estab- 
lished by agreement with the employers. 


At first, Dorfman was unpaid. Then he began to receive a small 
salary which was gradually increased to $125 per week. As Dorfman 
stated, “I didn’t think it (the $125) was a fair salary at that time for 
the amount of work that I had to do but they couldn’t pay me no more. 
The same as when I was getting $35 a week, I could only take what 
there was to pay me. As I increased the membership and put the Local 
on a more solid basis financially, I would get an increase in the wages.” 


When the welfare plan was set up in 1946, Dorfman began to draw 
an additional $125 a week from the welfare fund. He testified that the 
institution of the welfare plan required him to perform considerable addi- 
tional work although there was no specific allocation of hours or work 
as between the Union and the welfare fund. In 1954, the Local voted 
for a further increase of $25 per week, to be paid out of the Local Union 
funds rather than the welfare fund. Dorfman said that the only expenses 
paid for by the Local Union or the welfare fund, other than travelling 
expenses, were gasoline, oil, and garage costs on his automobile. The 
Local paid all such automobile expenses whether or not they were incurred 
on Local Union business. 


In November 1956, according to Dorfman and his chief counsel, 
Joseph Jacobs, a question was raised by Jacobs, because of his review 
(in connection with another client) of the AFL-CIO resolution on health 
and welfare plans, as to the propriety of the dual salary arrangement. 
Jacobs believed that the dual salary arrangement might not violate the 
resolution but he nevertheless advised its discontinuance. Pursuant to 
counsel’s recommendation, the Local assumed the entire salary and Dorf- 
man’s salary of $275 per week has been paid since December 1956 by 
the Local Union. 
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In this connection Dorfman also testified that the salary of Gladys 
Walsh, the bookkeeper, was likewise divided between the Local Union and 
the welfare fund since she also did work on the welfare books and other 
work for the fund. In answer to a question as to who determined the 
division of salary, Dorfman answered, “I was given that power by the 
Executive Board and by the trustee to use my own discretion as to what 
I should pay.” Dorfman agreed that he had authority to determine not 
only the amount to be paid but also the source from which it should be 
paid. This decision could be made by Dorfman administratively, subject 
to approval both by the Union and the employer trustee. A similar situ- 
ation was said to obtain with respect to an additional woman, Pat Moran, 
who did clerical work in the office. 


The dual salary arrangement was terminated with respect to both 
of these employees in December 1956, Gladys Walsh being put on the 
Local Union payroll and Pat Moran being put on the welfare fund payroll. 
In connection with all of these matters Dorfman testified that he would 
inform the employer trustee of the work to be done and the employer 
trustee would say: “Well, whatever you think is right and fair to do, 
do it.” 


Dorfman testified in similar vein with respect to the rent charged 
to the welfare fund by the Local Union. Cummings had testified that the 
Local Union’s total rent and telephone bill for 1956 was approximately 
$2,400 and that the Union, in turn, had charged $1,900 to the welfare 
fund as rent. This seemed to him excessive. In explanation, Dorfman 
testified that the $1,900 amount covered not only rent but also an alloca- 
tion of generai office expense for stamps, stationery, telephone, etc., which 
was paid in the first instance by the Local. When it was pointed out 
that the welfare fund books showed a separate disbursement for postage, 
that the $2,400 paid by the Union included telephone, and that the Local 
Union’s total expenditure for postage, towels, water, stationery, etc., 
amounted to only $500, Dorfman responded. 


“TI didn’t sit down to try to figure out each penny, I took an arbi- 
trary figure, and that was it. I figured that the welfare fund money, 
the general fund, is union money, and I just took an arbitrary figure.” 


He agreed with the remark of one of his attorneys that it was just ‘from 
one pocket to the other, anyway.” 


In connection with the dual salary arrangements, as well as the term 
of office of the Local Union officers, Dorfman was asked specifically 
whether he knew of any action taken by the AFL or the AFL-CIO on 
health and welfare plans and whether he had ever received or read the 
Rules Governing Directly Affiliated Local Unions issued by the AFL-CIO. 
Dorfman, generally speaking, denied having any direct knowledge either 
of the AFL-CIO policy resolution or the Rules Governing Directly Affili- 
ated Local Unions. He also denied having any knowledge of the policy 
adopted by the AFL in May 1955, prior to the merger, concerning health 
and welfare funds. 


Specifically, Dorfman testified that the first time he ever saw the 
Rules Governing Directly Affiliated Local Unions was the night before 
the first hearing, when he went through it with his counsel in his hotel 
room. With respect to the resolutions dealing with health and welfare 
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funds, Dorfman’s only knowledge was on the basis of his conversations 
with his counsel in November 1956. In explanation, Dorfman testified: 


“T am going to tell you something. When you walk in an office 
today, between all the organizations for contributions, asking for 
donations, you have got a stack of mail like this. Half of the time 
you just glance through things and you actually don’t read them 
and digest them. I figure that if there was anything coming up, he 
[pointing to Jacobs] knows the operation of my Local and how I 
have been running it and if there is anything that has to be taken 
up and changed, it is his duty to tell me if I am doing something 
wrong or something should be changed.” 


When it was pointed out to Dorfman that he was present at the 1955 
AFL Convention and the 1955 Merger Convention, his response was that 
“I doubt if 90% of the people knew what was going on at the Con- 
vention.” Generally speaking, Dorfman’s view was that his obligation 
was to get the membership the best conditions he could and to see that 
the employers carried them out and, as a subordinate official, to see that 
the right per capita was sent to the AFL and that the office was run 
as it should be. In the absence of any complaints Dorfman said that 
he had no reason to believe that he was doing anything wrong. He stated 
that the AFL-CIO auditors who reviewed the books of the Local Union 
had made no adverse comments on the dual salary arrangement. 


Dorfman was specifically asked to comment on the material con- 
tained in the transcript of the House Subcommittee hearings concerning 
the Union Insurance Agency of Illinois. His answer was: 


“I have nothing to do with the Union Insurance Agency of 
Illinois. I am no partner, I don’t get no money out of it, but I will 
say this: that any time I knowSanybody else that wants to buy an 
insurance policy I will be glad to tell them that my son is in the 
business and could he come around and see him, and that I think 
that he could give him a better rate than anybody else, give him a 
chance to bid on the business.” 


Further amplifying this, he denied that his son, Allen, was put in as a 
“blind” for himself. He testified that when Dr. Perlman told him and 
Jacobs that he was looking for somebody to be an agent in Illinois, Jacobs 
had recommended Allen, that subsequently Perlman met Allen, who was 
then 26, recently out of service, and teaching at the University of Illinois, 
and offered the Agency to Allen if he would go to school to learn the 
business. At the time, Dorfman testified, he told Allen that he would 
help him but that Allen could have nothing to do with the Local Union. 
As for his wife, Rose, Dorfman testified that Allen needed some money 
to get started with, sat down and discussed it with his mother and made 
an agreement with her. Rose, he said, had money of her own. Dorfman 
said that he put no money in the Agency and received none from it. 
When asked by his counsel if he had “either directly or indirectly gotten 
any money or financial benefit that you could point to from that agency,” 
Dorfman replied: 

“T don’t know what you mean by the words ‘financial benefit.’ 

If you say I got any money out of it, no.” 


This, as he repeatedly stated, was his only comment. He admitted that 
he had recommended accounts to the Agency and helped it get business, 
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but felt that it was entirely proper to help his son. He denied knowing 
how much his wife had put into the Agency or how much she was worth. 


Dorfman testified that the Agency had no connection with the Local’s 
own insurance arrangements, although in 1949 the agency became the 
Insurance Company’s exclusive Illinois agent. The Local’s accident and 
health insurance had been negotiated in 1946 and, although life insur- 
ance was added in 1953, no commission was paid on that policy to the 
Agency. Although, as required under Illinois law, the Agency from 
time to time might send formal communications concerning the policies, 
Dorfman testified that all of the transactions with respect to insurance 
took place directly between the Union and the Insurance Company. The 
Agency people, he said, “don’t do anything,” and received no compensa- 
tion whatsoever with respect to the Local’s insurance. (In later testi- 
many it developed that the Agency did in fact service the life insurance 
policy, although at a loss to it. It made out the individual policy cer- 
tificates, received and checked the premiums paid by the fund, received 
and checked the proof of death forms and other claim papers forwarded 
by the fund, and certified the claims to the N-w York office of the in- 
surance company. This service was performed by the Agency as an 
accommodation for the Insurance Company and, although the Company 
paid a fee for the service, the fee was less than adequate to cover the 
cost of the service. Paul Dorfman, according to this later testimony, 
had no reason to know of this fee.) 


With regard to the other charges, Dorfman’s testimony may be sum- 
marized as follows. He was reluctant to plead the Fifth at the House 
Subcommittee hearings, but was instructed by counsel to do so, on mat- 
ters bearing upon his joint income tax returns with his wife, which 
were then under scrutiny by Internal Revenue; and Dorfman said he 
did in fact testify on all matters of which counsel approved. On invest- 
ment of the welfare funds, he declared that the membership of the Local 
was adamant against any investment and preferred deposit in a single 
bank; and that he knew of no safe, profitable investments. Dorfman 
said that the commingling of funds was temporary only and due to 
inescapable practical problems, such as the shortage of clerical help on 
the part of the smaller employers, who would not render separate checks 
for union dues checkoff and contributions to the Fund, although they 
had been urged to do so. He said that the audits were proper and 
accurate, and that certification was unnecessary and too expensive. He 
took the position that the membership was kept fully informed, since 
the death benefit checks were distributed at the monthly membership 
meetings and certain summary figures were reported. 


During the hearings, Dorfman submitted the joint income tax 
returns of himself and his wife Rose for 1950-1955 for the inspection 
on a confidential basis by the hearing officer and the Special Counsel. 
After the hearing, counsel for the charged parties reported that both 
Paul Dorfman and his son Allen had appeared before the Senate Select 
Committee on Improper Activities in the Labor or Management Fields, 
on March 22, 1957, in executive session and had answered many of the 
questions which had remained unanswered in the 1953 House Subcom- 
mittee hearings. Both Dorfmans, he reported, willingly answered all 
questions put to them by the Senate Committee and did not invoke the 
Fifth Amendment. 


Stanford Clinton, the attorney who represented both Paul and Allen 
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Dorfman at their appearance before the House Subcommittee in 1953, 
corroborated Dorfman’s explanation for relying on the Fifth Amendment 
on that occasion. He testified that Paul Dorfman was reluctant to 
refuse to testify before the Committee and only did so because Clinton 
insisted that this course of action was necessary in connection with 
the pending investigation by Internal Revenue. The Internal Revenue 
investigation, he said, was of an amended return which had been filed 
by Rose Dorfman, but to which Paul Dorfman, as her husband, was a 
joint signatory. 


Gladys Walsh, the secretary and bookkeeper for the Local and the 
Fund, testified in effect jointly with Dorfman, and she supported his 
testimony on the matters of meetings, commingling of funds and general 
office routine and records, 


Ted Schulman, the industry welfare trustee, testified generally as 
to Dorfman’s honesty and integrity. He conceded that he did not watch 
the operations of the Fund very closely, but relied on Dorfman. On the 
basis of his experience with Dorfman, Schulman was satisfied to assume 
that Dorfman was honest and knew what he was doing. Dorfman, he 
said, was the sole signatory on the checks on the welfare fund bank 
account until Moats was appointed. Dorfman also received the monthly 
bank statements. Although Schulman said he checked these matters 
occasionally, he conceded that there was no certified audit of the fund 
or of the employer accounts to make sure the fund was receiving the 
proper payments from the employers. Schulman’s general attitude was 
expressed in his statement that “he [Dorfman] could have made a bundle 
of money monkeying around with health and welfare, and I know the 
man didn’t do it, so why should I worry about that health and welfare?” 


The two officials of the Mount Vernon Insurance Company, the suc- 
cessor to the Union Casualty Insurance Company and the present insurer 
of the Fund, defended the operations of the Fund, and testified that the 
premiums, benefits and other aspects of the case were handled normally 
and properly. They said that the Union Insurance Agency did nothing 
with regard to the health and welfare aspect of the Fund except for 
certain signatures required by law; but that the Agency did receive 
compensation from the Company for certain functions required on the 
life insurance program. Kunis said that the Insurance Company had 
paid the Agency approximately $1,300 during the year ending July 31, 
1956; approximately $1,200, the prior year; and approximately $3,300 
the year before that, which was the first year when life insurance was 
provided. 


Allen Dorfman, the son of Paul Dorfman and the President of the 
Union Insurance Agency of Illinois, supported his father’s testimony 
that (1) Paul Dorfman had no financial interest and performed no 
function in the Agency, and (2) that the Agency made no profit out of 
any of the insurance business of the Local Union. The fees paid by the 
Insurance Company in connection with the Fund’s group life policy did 
not compensate the Agency for the actual cost of the services involved. 
Both Dorfmans said that when the son went into the insurance business 
in 1949, the father was not asked for any contribution to the initial 
capital investment and made no such contribution and received none 
of its profits. Allen said that the total initial investment in the agency 
was $5,000 and was contributed entirely by his mother, Rose Dorfman. 
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Rose, he said, participated in the management of the company “from 
an administrative point of view. She comes in to the office and signs 
checks and reviews different things with me.” 


Allen admitted that his father helped the Agency “wherever he 
could in the way of getting business” but denied that his father received 
any money from the Agency or even that he had made any presents, 
other than birthday gifts such as a box of cheese or a tie, to his father. 
He said that he did not know of any gifts that his mother gave to his 
father. 


Allen also testified that in 1956 the Agency wrote gross premiums 
of about $18,000,000, and that the Mount Vernon Company sent him 
about $500,000 in that year—although he regarded questions of this 
nature as irrelevant to the present hearing. 


In response to questioning by Dorfman’s counsel, Allen commented 
on the statement in the staff report of the House Subcommittee that he 
had claimed expense reimbursement from the Insurance Company in 
connection with servicing policies of the Central States Drivers and 
Michigan Teamsters for hotel and travel bills for, among others, Ted 
Schulman and Mr. and Mrs. Paul Dorfman. He confirmed that he had 
engaged in entertainment where these people were present, and said 
that it was customary to do so in building up good will for an insurance 
agency and that this was the kind of thing referred to in the staff report. 


In addition to these witnesses who testified directly on the merits, 
a number of witnesses, both employers in the waste industry and promi- 
nent persons in the community, who testified to the good character and 
reputation of Paul Dorfman. Statements were also submitted by Herbert 
H. Ostrow, an accountant who had worked on the audits of the Local’s 
books, who said that certification involved checking of the employer’s 
transmittals, which he did not believe necessary under the circumstances, 
that the small employers would not segregate dues from health and 
welfare funds and that it was not true, as Cummings had testified, that 
for a certain period the Local would have lacked funds to operate with- 
out using the resources of the Health and Welfare Fund; and by Earl 
Quinn, Executive Secretary-Treasurer of the Cook County Branch of 
Labor’s League for Political Education. Quinn stated that Dorfman 
has been on the Executive Board of the Cook County Branch since it 
was organized in 1947 and was elected Vice President in 1954. Dorfman, 
he said, was very active, being co-chairman in the 12th Congressional 
District and chairman of the League’s Dinner Committee for the years 
1949-1952. The banquets organized by Dorfman through this committee 
were large affairs, with as many as 1400 or 1500 in attendance, and 
were both financial successes but also useful educational devices. Dorf- 
man, Quinn said, was well-known and highly respected throughout the 
labor movement in the Chicago area. 


Discussion 


I have outlined above, in summary fashion, the principal testimony 
and materials which were submitted to me in this hearing. I do not 
mean by that summary to indicate any conclusions. My findings and 
my conclusions, which are based upon all of the evidence whether or 
not specifically mentioned above, and upon the lengthy and ably-prepared 
brief submitted by counsel for Dorfman, will be set forth below. Before 
setting them forth, however, I feel that I should state, quite explicitly, 
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the standards which I have used in making this report and my recom- 
mendations. 

My function is to decide whether it is or is not true that the Local 
Union or any of its officers have, in the words of Rule 21 of the Rules 
Governing Directly Affiliated Local Unions, “violate(d) or fail(ed) to 
comply with any of the provisions of the constitution of the AFL-CIO 
or of these Rules, or engage(d) in any activity or course of conduct 
which is contrary or detrimental to the welfare or the best interests of 
the AFL-CIO. .. .” If I find on the basis of matters which were heard 
before me that the Local Union or its officers did violate or fail to comply 
with any of the specific provisions of the constitution of the AFL-CIO or 
did engage in any activity contrary or detrimental to the welfare or the 
best interests of the AFL-CIO then I must report that the charges have 
been sustained. 


With respect to conduct or activity which is said to be “contrary 
or detrimental to the welfare or the best interest of the AFL-CIO,” 
I wish to make this observation. The Codes of Ethical Practices which 
have been adopted by the AFL-CIO and which have application to auton- 
omous international unions as well as to directly-affiliated local unions 
supply a minimum standard. Action by a directly-affiliated local union, 
which is a direct subordinate of the AFL-CIO, which violates the terms 
of any one of the Codes of Ethical Practices is clearly, without more, 
conduct which is contrary or detrimental to the welfare or the best 
interests of the AFL-CIO. Indeed, Rule 21 also provides that the local 
must “conform its policies to the policies of the AFL-CIO.” The Codes 
of Ethical Practices as well as the policies expressed by the Convention 
with respect to health and welfare funds, are policies of the AFL-CIO 
and if the local has failed to conform itself with those policies there 
can be no doubt that it has violated Rule 21. 


But I do not conceive this to be the end of my inquiry. In my view 
there may be conduct which is not contrary to any specific Code of 
Ethical Practices which may have been formulated by the AFL-CIO or 
which is not contrary to any specific policy enunciated by the Convention 
of the AFL-CIO which nevertheless may be detrimental to the welfare 
or the best interests of the AFL-CIO. The codes and the resolutions of 
the Convention expressly constitute minimum, not optimum, standards. 
They do not necessarily set forth all the standards which the AFL-CIO 
requires with respect to its own subordinate bodies. Nor do they even 
pretend to be exhaustive. Proof that a course of conduct does not con- 
stitute a violation of the literal phrasing of any particular Code of 
Ethical Practices so far adopted by the Executive Council of the AFL- 
CIO does not, therefore, preclude me from finding that conduct is never- 
theless contrary or detrimental to the best interests of the AFL-CIO. 
Any other view of Rule 21, indeed, would deprive the words “contrary 
or detrimental to the welfare or the best interests of the AFL-CIO” 
of all meaning, since violations of the AFL-CIO Constitution, Rules, 
and policies are also specifically dealt with in the Rule. 


I shall now proceed to make my findings and recommendation. 
Findings 
On the basis of my review and consideration of the entire record 


and the exhibits, as well as the other materials and brief submitted on 


572 


ee) any : 
Fae Besa - ey 
a. . Soe , a ee 

i 

| 

| 

| 

: 

: 

y 

{ 

1 

H 

! 

1 

a 
“ - pert ae 
> -y - viinM 


behalf of Mr. Dorfman, I find ana conciude that Paul Dorfman, Secre- 
tary-Treasurer of Local Union No. 20467, has failed to comply with the 
Rules Governing Directly Affiliated Local Unions, issued by the AFL-CIO 
pursuant to its constitution, and has engaged in activities and a course 
of conduct which are contrary and detrimental to the welfare and best 
interests of the AFL-CIO. I further find and conclude that Local Union 
20467 has failed to comply with the Rules Governing Directly Affiliated 
Local Unions and to conform its policies to the policies of the AFL-CIO. 


I think it will be most convenient to set forth the findings upon the 
basis of which I reach these conclusiens by grouping the matters into 
three classifications: (1) the failure of Paul Dorfman and the Local 
properly to carry out the functions of Local 20467; (2) the failure of 
Paul orfman and the Local to comply with the AFL-CIO resolutions 
dealing with health and welfare plan administration in the administration 
of Local 20467’s health and welfare fund; (3) the relationship between 
Paul Dorfman and the operations of the Union Insurance Agency of 
Illinois. 


1. The failure of Paul Dorfman and the Local properly to carry out the 
functions of Local 20467. 


It is clear from the record that since he took office in 1939 Paul 
Dorfman has not only been the full-time executive officer of Local 
20467, but also its dominant and controlling figure. As the principal 
officer of the Local, Dorfman had the plain duty to conduct the affairs 
of the Local, a subordinate body of the AFL-CIO, in accordance with 
the rules prescribed by the AFL-CIO and its high standards of ethics. 


On the basis of the evidence introduced before me and, in particular, 
upon the basis of Paul Dorfman’s testimony and manner, I conclude 
that he and the Local have totally failed to recognize these obligations, to 
see to it that the Local’s affairs are conducted in that manner, that 
Dorfman still refuses to recognize these obligations, and that he is, 
therefore, not a fit person to continue as an officer of Local 20467. 


It is admitted that there have been clear and outright violations 
of AFL-CIO rules and policy in the administration of the Local Union 
and its welfare fund. Such violations are, of course, significant in 
themselves, but I believe that the justification offered for these violations 
and the general attitude of Paul Dorfman is equally significant. 


Dorfman in his testimony before me demonstrated beyond question 
that he did not feel that he had a positive personal obligation, as an 
official of a directly-affiliated local union, to be informed about basic 
AFL-CIO policies and the rules established by the AFL-CIO. To the 
contrary, the implication of Dorfman’s entire attitude was that neither 
he nor the Local should be held accountable for any violations of the 
AFL-CIO policy rules unless an AFL-CIO representative personally 
advised him of the necessity of complying with such policies or rules. 


It is not a question of personal notice, for personal notice in any 
usual or real sense Dorfman certainly had. He did not deny that the 
rules governing directly-affiliated local unions had been mailed to the 
local or that the text of the resolutions adopted by the AFL-CIO Con- 
vention had been mailed to the local as to other affiliated unions. He 
was personally present at the Convention, presumably attending as a 
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delegate so he could be informed as to what occured in the Convention. 
But his basic view was that communications from the AFL-CIO, like 
communications asking for contributions and donations, should be just 
glanced through without actually reading or digesting them, and that 
hardly any one at the Convention knew what was going on. As a 
Convention delegate myself, I do not agree with this statement of Mr. 
Dorfman or the point of view underlying it. 


As I stated at the hearing, the fact that nobody comes in with a little 
piece of paper and puts it into a responsible officer’s hand and says, 
“Here is what you must do,” does not in any way relieve that officer 
of the duty of carrying out those policies. He is supposed to read them. 
He is supposed to pay attention at the Convention. If he does not, that 
is his fault. No officer can palm off his responsibility because he does 
not have the time or the occasion to read a big stack of mail. 


Nor can a union officer delegate his responsibilities. It is no answer 
to a charge that a resolution adopted by the AFL-CIO Convention, and 
distributed to all local unions, was not complied with by a local union 
to say, as Dorfman said, “I am not a lawyer and I don’t profess to be 
one and I don’t know much about resolutions. We are talking now about 
something I have never seen before. That is why we have lawyers on 
the payroll to advise us on these things. . . . If I was doing something 
wrong they sure would have told me about it a long time ago.” 


An officer may, of course, delegate particular duties to his staff or 
to his lawyer, but the responsibility if these duties are not properly 
performed remains his and his alone. Even if -others are willing to 
assume the responsibility of adhering to AFL-CIO policy and rules for 
him they cannot do so. If an officer violates AFL-CIO policy or rules 
he cannot point to the union’s lawyer or the AFL-CIO staff or to anyone 
else in justification of his violations. The most important duty of an 
officer, inevitably, is to shoulder the personal and official responsibility 
for actions taken by those to whom he has delegated duties. Neither 
Paul Dorfman’s actions prior to the hearing nor his attitude expressed 
at the hearing show any comprehension of this fundamental duty. 


The specific violations of the Rules Governing Directly-Affiliated 
Local Unions and of AFL-CIO policy which I find occurred as a result 
of Paul Dorfman’s failure to perform properly the functions of his office 
are these: 


(a) Rule 3 of the Rules Governing Directly Affiliated Local Unions 
specifies that the term of office for the officers of such locals “shall not 
exceed four years for any one term.” The record here shows until 
December 1956, the month charges were filed, the term of office for 
officers of this Local was five years. The reason set forth at the hearing 
by Dorfman for this violation of the Rules was, simply, that he had 
never read them. Indeed, the testimony before me was that the only 
reason that the term of office was changed from five to four years in 
December 1956, was because the lawyer for the local union had read the 
rules in connection with some work he was doing for another client and 
therefore suggested to Dorfman that changes be made in the by-laws of 
the local union. 


The fact that Dorfman did not read the rules until the day before 
he testified in the hearing before me is underlined by the fact that 
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Rule 3 also requires that two copies of any change in the constitution or 
by-laws of a directly-affiliated local union should be sent to the President 
of the AFL-CIO for his approval. This, it was conceded, was not done, 
although it seems rather odd to me that if a review of the rules was 
made in December 1956, and the term of office was in fact changed in 
December 1956 to comply with Rule 3, that the further provision in the 
same rule that the President of the AFL-CIO approve of the change 
was not complied with. 


(b) Paragraph 1(a) of the AFL-CIO resolution dealing with Health 
and Welfare Plan Administration provides as follows: 


“Where a salaried official serves as employee representative or 
trustee in the administration of a health, welfare or retirement 
program, such service should be regarded as one of the functions 
expected to be performed by a union official in the normal course 
of his duties and not as an ‘extra’ function requiring further com- 
pensation, over and above his salary, from the welfare fund. Officials 
who already receive full-time pay from their union should not 
receive fees or salaries from a welfare fund.” 


(An almost identical provision was contained in the first paragraph of 
a resolution by the AFL Executive Council in May 1955.) It is clear, 
and admitted, that this principle was violated until the month the 
charges here were filed. For all of that period Dorfman received, in 
addition to his salary from the Local Union, a payment of $125 per 
week from the Health and Welfare Fund. 


(c) Paragraph 1(d) of the AFL-CIO Resolution on Health and 
Welfare Plan Administration provides, in part, as follows: 


“... All welfare funds should be audited at least semi-annually 
by certified public accountants of unquestioned professional integrity, 
who should certify that the audits fully and comprehensively show 
the financial condition of the funds and results of the operation of 
those funds. All audit reports should be available to the membership 
of the union.” 


This paragraph was concededly violated here at all times since the 
welfare plan was instituted in at least two respects. First, audits were 
made annually, not semi-annually. Second, the auditors did not certify 
that the audits fully and comprehensively showed the financial conditions 
of the funds and the results of their operations, but merely that the 
audits reflected the figures shown on the fund’s books. It also appears 
that there was a third violation in that the audit reports were not made 
available to the local membership of the Union. 


As earlier stated, I base my conclusions here on these specific viola- 
tions themselves and the evidence of Paul Dorfman’s continuing failure 
properly to understand or perform the duties of his office. 


2. The failure of Paul Dorfman and the Local to comply with the AFL- 
CIO Resolutions dealing with health and welfare plan administration 
in his administration of Local 20467’s health and welfare fund. 


I have already listed above, in support of my finding that Paul 
Dorfman and the Local failed and now fail to appreciate the proper 
responsibility of an officer of a directly-affiliated local union and failed 
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properly to meet those responsibilities, certain specific violations of 
AFL-CIO policy with respect to health and welfare funds. Since much 
argument was made in justification of these violations in addition to the 
general defense of ignorance, I think that some additional discussion of 
the substantive nature of those violations is required. 


The first violation consisted of Dorfman’s dual salary arrangement. 
From 1946 to a month before the charges here were filed, Dorfman drew, 
in addition to his union salary, $125 per week from the Welfare Fund. 
But it is clear from the record that Dorfman simply regarded the 
Welfare Fund as another source from which he could draw what he 
regarded to be an appropriate local union salary. As he himself said, 
“I figure that the Welfare Fund money, ... is union money .. .” 


The same attitude toward the welfare fund is shown by Dorfman’s 
action in dividing the salaries of the clerical personnel between the local 
and the welfare fund, the charging of personal travel expenses against 
the fund and in the method by which the Local Union charged the 
Fund “rent.” Dorfman agreed to the statement none of these matters 
was important because it was just “from one pocket to the other, 
anyway.” 

In justification for Dorfman’s dual salary, it was contended that 
he did perform additional work in connection with the welfare plan. 
I have no reason to doubt that Dorfman was required to perform addi- 
tional work as a result of the institution of the welfare plan. But this 
work was work which he was doing for his Local Union and as a Local 
Union officer. His salary from the Local Union was supposed to compen- 
sate him for that work. It was a gross violation of the standards set 
forth in the AFL guides for administration of health and welfare funds, 
as well as the AFL-CIO Convention Resolution, for Dorfman to receive 
from the Welfare Fund a salary in addition to that received from the 
Local Union. 


The fact that Dorfman used the Welfare Fund to pay his own local 
union salary is plainly evidenced by the action taken in December 1956, 
when counsel for the Local Union called Dorfman’s attention to the appar- 
ent violation of the AFL-CIO Resolution. At that time, the dual salary 
arrangement was terminated. Dorfman drew no further salary from the 
Welfare Fund. He then increased his Local Union salary by the precise 
amount of the salary which the Welfare Fund had been paying. In doing 
this, he and the Local Union recognized what was in any case apparent— 
that Dorfman had been simply using the Welfare Fund as an additional 
source of funds from which to draw salary for the performance of his 
duties as a Local Union officer. 


I have no hesitation in concluding that these actions by Dorfman, and 
by the Local Union at his instigation, not only constituted a clear violation 
of the letter of the policies established first by the AFL and subsequently 
by the AFL-CIO, but also encompassed precisely the evils which those 
resolutions were designed to prevent. 


Fundamental to the entire code established by these resolutions with 
respect to the administration of health and welfare funds is the conception 
of health and welfare funds as trust funds, separate and distinct from local 
union funds, to be devoted exclusively to providing the maximum benefits 
for the employees who are in the bargaining unit covered by those funds. 
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A local union’s finances derived from dues paid by its members and used 
for the payment of services performed for the local and its membership 
are one thing; a fund derived from contributions by employers for the 
purpose of providing disability, surgical and death and other similar 
benefits is another. An official of the AFL-CIO who is fit to perform func- 
tions of an office having to do with these matters must be able to appre- 
ciate and apply this distinction. 


My basic conclusion with respect to the welfare fund, therefore, is 
that there was a clear and undenied violation of the first paragraph of the 
AFL-CIO policy resolution with respect to the administration of health 
and welfare funds. This violation apparently ceased, it is true, in Decem- 
ber 1956, shortly before President Meany instituted the present proceed- 
ings. The fact that Dorfman’s salary was switched to the Local Union 
from the Welfare Fund, however, neither excused the prior violation nor, 
it seems to me, demonstrates any present awareness by Dorfman and the 
Local of the fact that the prior arrangement was improper. It should be 
borne in mind that the third paragraph of the AFL-CIO Resolution states 
that where any trustee or employee of a health and welfare program is 
found to have received an unethical payment, the union should insist upon 
his removal. 


The other violations of the AFL-CIO policy resolution seem to me to 
be equally substantial. Particularly important, I believe, is the failure to 
provide for any certification from the auditors. The auditors’ report, 
covering the annual audits of the Welfare Fund, contain the following 
qualification: 


“These statements were prepared from the books of account and 
record without independent verification by us, and are presented with- 
out expression of opinion.” 


The whole purpose of having an audit prepared by independent certified 
public accountants is lost, I believe, if that audit constitutes simply a 
recapitulation of a fund’s books of account, “without expression of 
opinion” by the auditors as to whether those books properly reflect the 
actual financial condition of the fund or its actual operations. 


Such an audit plainly does not meet the standards required by the 
AFL-CIO Resolution. Nor, I think, does the statement that conducting an 
independent check as to the fund’s operations would involve expense 
justify the violation. So long as the expense of any audit is justified— 
and I think that it always is justified—then nothing less than a full certi- 
fication is justified. 


Nor do I think that the requirements of the AFL-CIO that audit 
reports should be made available to the members of the union are met by 
handing out welfare checks at union meetings and reporting simply how 
much money is in the fund. The membership is entitled to know not only 
how much money is in the fund but also the details of the operation of the 
fund. 


No comment is needed, I believe, on the failure to provide for semi- 
annual audits. On this the AFL-CIO Policy Resolution is clear, and the 
failure of Dorfman to have semi-annual audits instituted in the more 
than one year that elapsed between the time the resolution was passed 
was not sought to be justified other than on the grounds of Dorfman’s 
ignorance. 
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The charge that only because of the commingling of the Welfare Fund 
and Local Union funds was the Local Union able to continue to pay its 
bills I find not to be sustained by the evidence. From the evidence before 
me, I conclude that the Local Union was at all relevant times solvent and 
the temporary commingling of funds was not done for the purpose of 
maintaining the Local Union out of Welfare Fund monies. In coming to 
this conclusion that no harm resulted from the temporary commingling of 
these two funds, I must point out, however, that commingling per se of 
union funds and welfare funds is wrong in principle and should not be 
permitted to occur. 


3. The relationship between Paul Dorfman and the operations of the 
Union Insurance Agency of Illinois. 


The matters discussed above by themselves are a sufficient basis for 
my conclusion that the charges against Dorfman and the Local should be 
sustained and support the recommendations which I make below. In addi- 
tion to the specific violations of AFL-CIO rules and policies encompassed 
in Parts 1 and 2 above, however, the relationship between Paul Dorfman, 
the Union Insurance Agency of Illinois, and the Union Casualty and Life 
Insurance Company presents a further serious question as to the propriety 
of permitting Paul Dorfman to continue as the operating head of a directly 
affiliated local union of the AFL-CIO. 


The picture of this relationship which Dorfman and his counsel have 
presented to me is this. Dorfman made his first contact with Dr. Perlman 
and the Union Casualty in 1946 at his counsel’s suggestion, when no other 
company would underwrite the sick and accident insurance for Local 20467 
on a reasonable basis. Union Casualty issued the policy and has performed 
satisfactorily. In 1949 Perlman was looking for a young man to act as 
agent for Union Casualty and service its policies in Illinois and Paul’s son, 
Allen, who had recently left the service, was suggested by Jacobs. Allen 
consulted Paul, who said it would be perfectly all right for Allen to go 
into this business but that none of Paul’s local union business could be 
involved. But Allen needed financial help to get started so he approached 
his mother, Rose, who furnished $5,000 for that purpose. Paul had no 
financial interest or position in the agency at all. Of course, he helped Allen 
get business—but this was the kind of assistance any father would give his 
son in getting a business started. And Paul was very careful to see to it 
that Allen did not profit in any way from the insurance transactions of 
Paul’s Local. 


In the view of Dorfman and his counsel there was nothing to be con- 
demned in this arrangement. Of course, Paul Dorfman had invoked the 
Fifth Amendment and refused to testify in 1953 on grounds of possible 
self-incrimination about any matters relating to the insurance agency. 
But he did this unwillingly only upon advice of special counsel and only 
because the Internal Revenue Service was concerned about his wife’s 
income and he had signed joint income tax returns with her. Since her 
income tax problems were cleared away he has always been willing to 
testify freely and did so testify before the McClellan Committee in exec- 
utive session. 


The impression thus presented is, in short, one of a helpful father 
and mother, doing only what was natural and proper to help their son get 
started in the insurance business, being scrupulously careful to avoid 
even the appearance of impropriety with respect to any relationship 
between the son’s insurance agency and the father’s local union. 
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The difficulty I find with this picture is that it omits certain vital 
facts. These facts are as follows: 


(1) This Agency made enormous profits, thee-quarters of which, at 
first, and then one-half of which went to Rose Dorfman, Paul’s wife, for 
which she performed virtually no services. In the short space of three and 
one-half years from 1949 to 1953, Rose Dorfman personally derived about 
a quarter of a million dollars in profit from an enterprise to which she 
contributed $5,000. (Substantial profits also have accrued to Rose 
Dorfman since 1953.) 


(2) These profits derived entirely from just three insurance policies, 
covering labor groups. These policies were not only large—they consti- 
tuted 77% of the Insurance Company’s total business. 


(3) The two union officers chiefly involved in the three cases were old 
friends and associates in the labor movement of Paul Dorfman’s. 


(4) In all three cases, Dr. Perlman seems to have done the negotiation 
and Allen Dorfman appeared to play no substantial role. In one case the 
policy was written while Allen Dorfman—who knew nothing about the 
business—was still being taught its ABC’s. Nevertheless, the Agency 
received the extraordinary commission of 15% of the gross premium— 
which brought in a total of approximately $200,000 in three years. In 
another case, the Agency did not participate in the negotiations but 
received a commission of 5%,* as against a competitive bidder which 
would have paid a commission of less than 1%. 


When these facts are added, quite a different picture is presented 
than the one painted by counsel. What we have at first is a small insur- 
ance company writing approximately $2,000,000 worth of premiums 
annually. A very small part of this business was with Paul Dorfman’s 
Local. 


Then, beginning in 1949, three policies are written which, by 1953, 
bring in nearly $7,000,000 per year in premiums. At the same time, Union 
Insurance Agency is established and not as just an agent, one of many, 
but as the agency which received commissions on substantially all the 
Insurance Company’s new business between 1949 and 1953. 


Allen Dorfman is put in charge, but three-quarters of the profits, at 
first, and then one-half, go to Paul’s wife, Rose. The commissions on the 
three policies are large and the profits spectacular. Dorfman’s wife had 
a net profit, in three years, of $228,000. (Substantial profits have accrued 
to her since.) The policies are all given to this company at the insistence 
of labor leaders who have known Paul Dorfman in the labor movement for 
years. 


To these facts I add only that Paul Dorfman in his testimony before 
me neither denied that he had assisted in securing this business for Union 
Casualty nor denied that he had received financial benefits from it. As to 
his assistance, he justified it as normal and proper assistance by a father 
to his son and ignored the fact that most of the profits did not go to his 
son but to his wife. As to the benefits, he very carefully avoided denying 


* The figures include the direct commission to the Agency and the part of the 
overwriting commission to United Public Service which United Public Service 


paid to the Agency. 
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that he had not received such benefits. All he would say is that he owned 
no interest in the Agency and had not received any money from it. 


It seems to me that in light of these facts, Paragraph No. 2 of the 
AFL-CIO Resolution on Health and Welfare Plan Administration, which 
forbids any direct or indirect tie between a union official exercising wel- 
fare fund responsibilities and agencies doing business with the welfare 
fund, is applicable. Paragraph No. 2 provides, in part, as follows. 


“No union official, employee or other person acting as agent or 
representative of a union, who exercises responsibilities or influence in 
the administration of welfare programs or the placement of insurance 
contracts, should have any compromising personal ties, direct or 
indirect, with outside agencies such as insurance carriers, brokers, or 
consultants doing business with the welfare plan. Such ties cannot be 
reconciled with the duty of a union official to be guided solely by the 
best interests of the membership in any transactions with such 
agencies. Any union official found to have such ties to his own 
personal advantage or to have accepted fees, inducements, benefits or 
favors of any kind from any such outside agency, should be removed.” 


Counsel for Dorfman deny that this resolution applies here because, 
they say, Dorfman himself has no compromising personal ties; only his 
wife has ties with the Union Insurance Agency, and they are not com- 
promising, since they are unrelated to Paul’s actions. The difficulty with 
this is that it treats separately two things which must be considered 
together: Paul’s actual rendition of assistance to the Agency and his wife’s 
interest in it. 


Dorfman conceded, and indeed asserted vigorously, that he had helped 
the Agency to get business. But he declared that this was an entirely 
proper course of action for any father interested in his son’s welfare. The 
difficulty with this defense and with Dorfman’s reliance on paternal con- 
siderations is that, at least in the early days of the Agency, the principal 
recipient of its profits was not Dorfman’s son but his wife, who still con- 
tinues to receive one-half of the profits. And it seems plainly nonsense to 
me to suggest that a man whose wife is making money out of a business at 
the rate of better than $100,000 a year does not receive any “personal 
advantage” from that fact. Particularly is this so where the wife, the 
recipient of this profit, performs no services even arguably commensurate 
with the return, and the husband concedes that he, on the other hand, does 
help in getting the business which produces the income. 


There is no evidence that Paul Dorfman and his wife do not occupy a 
common household and share a common way of life. There is no evidence 
that he lives the life of a man who makes $13,000 while she lives the life of 
a person making $100,000. There is no evidence, in short, that Paul 
Dorfman has not, as any normal husband would, derived personal advan- 
tage from the fact that his wife was suddenly possessed of this kind of 
income, which he had helped produce. It should be remembered, in support 
of this conclusion, that Paul Dorfman and his wife filed joint tax returns 
for all of the years in question. 


The second defense made by counsel for Dorfman is that “there was 
no ‘business’ done between the Union Insurance Agency of Illinois and the 
Local Union Welfare Fund,” since Paul Dorfman as head of Local 20467 
did not place that Local’s insurance through the Agency and the Agency 
derived no profit from the Local Union’s business. 
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On the basis of the evidence before me, I do not find that Local 20467 
placed its insurance with Union Casualty through Union Insurance 
Agency of Illinois, or that the Agency profited in any way from the place- 
ment of that insurance. But this does not dispose of the ethical issue 
involved. Surely it would not be contended that proper ethical principles 
applicable to federal labor unions are satisfied if all the facts here were 
the same, except that Paul Dorfman owned outright the Union Insurance 
Agency of Illinois. Yet that would have to be my conclusion if this second 
defense of Dorfman’s were valid. 


The fact that, on the evidence before me, neither Paul Dorfman nor 
his wife profited from the relatively tiny business of Local 20467 is not a 
defense to the fact that Paul Dorfman, through his wife, benefitted hugely 
from the insurance business of other labor organizations in the area. Here, 
as under the first point discussed in my findings, Paul Dorfman’s defense 
again fails to recognize that his duty was not only to the members of 
Local 20467. He had and has a duty to the labor movement of which he is 
a part, and in particular, to the AFL-CIO. He does not satisfy that duty 
if he does not receive any profit from the relationship of his own union 
with the Insurance Agency and the insurance carrier but reaps huge 
indirect benefits from their relationship with sister unions. 


It is my conviction that Paul Dorfman, as a person who exercises 
responsibility and influence in the administration of the welfare program 
of Local 20467 did and does have a compromising personal tie, indirectly, 
with an agency doing business with the welfare plan, viz., the Union 
Casualty and Life Insurance Company, by virtue of his wife’s interest in 
that company’s agent, the Union Insurance Agency of Illinois. It is my 
further conviction that Paul Dorfman had such ties to his own personal 
advantage. The fact that the personal advantage did not derive from the 
relationship between the Agency or the Insurance Company with Local 
Union 20467 would seem to me to be immaterial. 


Paul Dorfman is an official of a union directly subordinate to the AFL- 
CIO, and I have no hesitancy in finding that the relationships present in 
this case are not proper relationships for an official of a subordinate 
agency of the AFL-CIO. 


As previously stated, my findings under Parts 1 and 2 above are 
sufficient by themselves to sustain the charges herein and the recom- 
mendations set forth below. My findings under this Part 3 furnish an 
additional basis for sustaining those charges and recommendations. 


Conclusion 


For the reasons set forth above, I find that the charges against Paul 
Dorfman and Local Union 20467 to the extent of the above findings, 
should be sustained under the provisions of Rule 21. 


Recommendations 


I recommend: 

1) That the charges against Paul Dorfman and Federal Labor Union 
No. 20467 should be sustained; 

2) That in accordance with the powers of the President of the AFL- 
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CIO under Rule 21, Paul Dorfman’s suspension from the office of Financial 
Secretary-Treasurer in Federal Labor Union No. 20467 should be con- 
verted into a permanent removal, and that Paul Dorfman be expelled from 
the Local Union and barred from taking any part in the leadership or 
direction of the affairs of the Local Union; 


3) That since Federal Labor Union No. 20467 is completely under 
the domination of Paul Dorfman continuation of the trusteeship is there- 
fore necessary, in the best interests of the Local, until such time as it is 
clear that the Local is capable of independently conducting its affairs in 
conformance with the AFL-CIO Constitution, the Rules Governing Directly 
Affiliated Local Unions, and the policies of the AFL-CIO; 


4) That the suspension of the officers of Federal Labor Union No. 
20467, except Paul Dorfman, should continue, and such officers should 
continue to serve as temporary officers under the supervision of the 
trustee for such time as the trusteeship over the Local Union is required. 


Respectfully submitted, 
Joseph A. Beirne 
Vice President, AFL-CIO 
Hearing Officer 


Decision of President Meany of the AFL-CIO 
Regarding Charges Against 
Waste Material Handlers Federal 
Labor Union No. 20467 
and Paul Dorfman 


The undersigned, George Meany, President of the American Federa- 
tion of Labor and Congress of Industrial Organizations, in accordance 
with the powers vested in him by the Constitution of the AFL-CIO 
and the Rules Governing Directly Affiliated Local Unions, hereby 
approves the report and recommendations of the AFL-CIO Vice President 
Joseph A. Beirne, hearing officer to the undersigned, regarding charges 
against Waste Material Handlers Federal Labor Union No. 20467 
and Paul Dorfman. 


The said report and recommendations of AFL-CIO Vice President 
Joseph A. Beirne, hearing officer, is adopted by the undersigned, George 
Meany, President of the AFL-CIO, as his decision regarding charges 
against Waste Material Handlers Federal Labor Union 20467 and Paul 
Dorfman, which is incorporated herein by reference. 


In accordance with the recommendations of Vice President Beirne, 
hearing officer: 


1. The charges against Paul Dorfman are sustained. In accordance 
with the powers of the President of the AFL-CIO, under Rule 21 of 
the Rules Governing Directly Affiliated Local Unions, Paul Dorfman’s 
suspension from the office of Secretary-Treasurer in F.L.U. 20467 is 
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converted into permanent removal from office in said directly affiliated 
local union and Paul Dorfman is expelled from membership in the Local. 


2. The charges against F.L.U. 20467 are sustained. The trusteeship 
established by the undersigned as President of the AFL-CIO under the 
Rules Governing Directly Affiliated Local Unions over the affairs and 
property of this Local, is continued in effect until such time as the 
undersigned President of the AFL-CIO shall determine that F.L.U. No. 
20467 is capable of conducting its affairs in conformance with the 
AFL-CIO Constitution, the Rules Governing Directly Affiliated Local 
Unions and the policies of the AFL-CIO. 


8. The suspension of the officers of F.L.U. 20467 is continued, and 
the designation of all of the former incumbent officers, except Paul 
Dorfman, to serve as temporary officers under the supervision of the 
trustee is also continued. 


George Meany, President 

American Federation of Labor and 

Congress of Industrial Organizations. 
30th day of July, 1957. 
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IX 


Report and Recommendations of 
AFL-CIO Vice President Joseph A. Beirne, 
Hearing Officer, to 
AFL-CIO President George Meany, 
Regarding Charges Against 
Can Workers Federal Labor Union No. 22623 


and Charles Naddeo 
January 28, 1957 


The undersigned AFL-CIO Vice-President Joseph A. Beirne, Hear- 
ing Officer, submits herewith his report and recommendations regarding 
his investigation into charges brought by President George Meany 
against Can Workers Federal Labor Union No. 22623 and Charles 
Naddeo, suspended Secretary-Treasurer of FLU No. 22623. 


Charges and Trusteeship 


On December 27, 1956, President Meany, acting pursuant to his 
powers under the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, brought the following charges against 
Charles Naddeo: 


“In accordance with the powers vested in me by Article XV, 
Section 2 of the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, you are hereby charged with failing 
to comply with principles and provisions of the AFL-CIO Constitu- 
tion and the Rules Governing Directly Affiliated Local Unions and 
with engaging in activities which are contrary to the welfare and 
the best interests of the AFL-CIO. 


“Included among your actions which constitute violations are 
your failure to comply with policy resolutions on ethical practices and 
on health and welfare plan administration adopted at the First 
Constitutional Convention of the AFL-CIO and your failure properly 
to carry out the functions of your offices or positions in FLU 
No. 22623. 


“A hearing on these charges will be held before Hearing Officer 
Joseph A. Beirne, Vice-President, AFL-CIO, on January 7, 1957, 
at 10:00 a.m., in Room 101 at the AFL-CIO Building, 815 16th Street, 
N.W., Washington, D. C. You may present your answer to these 
charges at this hearing.” 


In addition, on December 27, 1956, President Meany acting under 
such powers, suspended all officers of FLU No. 22623 and established 
a trusteeship over the affairs and property of FLU No. 22623. Martin 
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A. Durkin of the AFL-CIO auditing department, was appointed as 
trustee and all incumbent officers, except Naddeo, were appointed as 
temporary officers under the supervision of the trustee. The following 
notice and charges were sent by President Meany to each officer of the 
Local: 


“In accordance with the powers vested in me by Article XV, 
Section 2 of the AFL-CIO Constitution and the Rules Governing 
Directly Affiliated Local Unions, you are hereby notified that, effec- 
tive immediately, all officers of Can Workers Federal Labor Union 
No. 22623 are suspended and a trusteeship is established over the 
affairs and property of FLU No. 22623. 


“Mr. Martin A. Durkin has been appointed by me as trustee 
to take charge of and conduct the affairs of FLU No. 22623 during 
the period of suspension. 


“All of the incumbent officers except Financial Secretary- 
Treasurer Charles Naddeo are hereby appointed as temporary 
officers to serve, in the respective offices which they now hold, under 
the supervision of the trustee. 


“The foregoing action has been taken on account of the failure 
of FLU No. 22623 to comply with provisions and principles set 
forth in the AFL-CIO Constitution and the failure of FLU No. 
22623 to conform its policies to the policies of the AFL-CIO 
including the policy resolutions on ethical practices and on health 
and welfare plan administration adopted by the First Constitutional 
Convention of the AFL-CIO. Moreover, this action is necessary to 
protect the interests of the membership and the funds and property 
of FLU No. 22623 because of charges which have been brought 
against Financial Secretary-Treasurer Charles Naddeo. 


“This letter shall constitute the charges and notice of the 
charges against FLU No. 22623. A hearing on these charges will be 
held before Hearing Officer Joseph A. Beirne, Vice-President of 
the AFL-CIO, on Monday, January 7, 1957, at 10:00 a.m., in Room 
101 at the AFL-CIO Building, 815 16th Street, N.W., Washington, 
D. C., FLU No. 22623 will be given an opportunity to present its 
answer to the charges at this hearing.” 


President Meany directed the trustee, in the name of the AFL-CIO, 
to take charge of and conduct the affairs of the local union and to demand 
all of the funds and all other property of the local to be held in trust 
for the benefit of the local union and to be expended only in the proper 
conduct of its affairs. The local union officers turned over the local’s 
funds and other property to the trustee in an orderly manner. In addition, 
an arrangement has been worked out for the trustee and the Local’s 
president, Domenic Capitolo, to replace Naddeo as the Local’s representa- 
tive on the joint board of trustees which administers the health and 
welfare fund under the contract between the Local and Crown, Cork & 
Seal Company. 


Naddeo’s Testimony Before Douglas Subcommittee 


On March 26, 1955, Naddeo testified before the Douglas Subcom- 
mittee on Labor and Public Welfare. The facts developed at these hear- 
ings bear on the charges against Naddeo. 
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It appears from the record of this testimony that investigators of 
the Subcommittee had been attempting to subpoena Naddeo for some six 
months prior to his actual appearance, but Naddeo apparently was able 
to avoid service of the subpoena on him. In this period, Naddeo was 
away from Philadelphia a substantial portion of the time on several 
trips to California and Florida, some of which, he said, were for business 
connected with organizations other than FLU No. 22623, and others for 
his own private purposes. 


Naddeo testified that he held the following offices and positions and 

received the stated remuneration: 

1. Vice President of Laundry Workers International Union; salary 
$3900 per year. 

2. Vice President of Local No. 10 of Laundry Workers International 
Union; salary $10,400 per year. 

3. Welfare Deputy for Local No. 10 under the welfare program of 
the Laundry Workers International Union. As a welfare deputy, 
Naddeo received 5% of the premiums paid by the Laundry 
Workers’ Social Security Department to the insurance carrier 
on behalf of the members under his jurisdiction. From February 
1953 to September 1954, Naddeo said he received $17,486.49 from 
this source, as his own personal compensation. 

4. Secretary-Treasurer, Can Workers Union, No. 22623, AFL; salary 
$13,000 per year. 

5. Vice-President, Local No. 85 of the Cleaners and Dyers; no salary. 


Before he became a union official, Naddeo stated, he was a laundry 
driver and drove a bob-tailed truck in 1936 and 1937. He said that he 
had never been a can worker nor a worker in the cleaning and dying 
industry. 


Local No. 10 became affiliated with the welfare fund of the Laundry 
Workers’ Social Security Department in November 1952 and Naddeo 
was appointed a welfare deputy for Local No. 10 on November 10, 1952. 
He stated that his principal duty as welfare deputy was to screen the 
insurance claims filed by the members to be sure they were properly filled 
out by the doctors, the hospitals or the employers. He said that he and 
his secretary, Miss Carmela Tocci, did the actual screening. When asked 
whether anybody else did the screening, he answered: “Well, the screen- 
ing—actually, she and I do most of it.” In response to a question as to 
whether his duties as a welfare deputy involved any outside work on his 
part in connection with the screening of claims, he answered: “Well, it 
involves a little outside work; not too much.” 


The arrangement between the Laundry Workers’ Social Security 
Department and the welfare deputy regarding the 5% refund provided 
that the monies were to be used to defray the costs and expenses of the 
welfare deputy, and any surplus remaining after the payment of such 
costs and expenses were to be retained by the welfare deputy as his own 
personal income. 


For the fiscal year ending March 31, 1953, Naddeo received $3,026.29 
for his welfare deputy account. For the fiscal year ending March 31, 
1954, he received $10,097.83, and for the six months ending September 
30, 1954, he received $4,362.37. This made a total of $17,486.49 up to 
the end of September 1954. 
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Although Naddeo became the welfare deputy for Local No. 10 on 
November 10, 1952, and received his first 5% payment in February 1953, 
his first disbursement from his welfare deputy account was not made 
until June 11, 1953. On that date he disbursed $397.83 which he testified 
was for the purpose of renting 5 cars for 4 business agents of Local No. 
10 and the President of Local No. 10. 


In addition to paying for the rental of the cars, which amounted to 
between $80 and $85 per month for each car, Naddeo authorized payments 
from the welfare account for servicing the cars. Gas and oil were paid 
for from the treasury of Local No. 10. Moreover, Naddeo also authorized 
payment from the welfare accounts of premiums on automobile liability 
insurance for the rented cars. A premium payment of $798.25 was made 
on June 11, 1953, to an insurance agent. 


It was brought out that prior to this arrangement for rental of cars, 
it was the practice in Local No. 10 for the president and the business 
agents to purchase their own cars and for the Local to reimburse them 
for the expense of operating the cars. Thus, by renting the cars through 
an account established to pay the costs and expenses of the welfare 
deputy in administering the welfare program for the membership of 
Local No. 10, an expense normally paid for out of the Local treasury, was 
shifted to the welfare account. 


There was no evidence that the recipients of the rented cars had any 
functions in the administration of the welfare program of Local No. 10. 
Moreover, even if they had performed some work in this connection in 
addition to their regular Local work, it could not have justified shifting 
the entire expense of operating the cars from the Local to the welfare 
account and adding thereto the new expense of renting the cars. 


In November 18, 1953, Naddeo made payments from the welfare 
account of $1,500 each to himself and to the president and secretary- 
treasurer of Local No. 10. (The president, Isador Frankel, and the 
secretary-treasurer, Albert Tetti, each received $15,600 per year as full- 
time salaried officers.) On May 17, 1954, Naddeo made a further payment 
to himself of $2,000 and. $2,000 payments were also made to Frankel on 
July 27, 1954, and to Tetti on October 20, 1954. 


On December 22, 1954, payments of $400 each were made by Naddeo 
from the welfare account to 5 of the business agents of Local No. 10, 
and a $500 payment was made to Naddeo’s secretary, Miss Tocci. Appar- 
ently, these payments to the business agents were made as a Christmas 
bonus to make up for the cancellations of the rental car arrangements. 
Naddeo explained that no Christmas bonuses were paid to these individuals 
in 1953 because they then had the advantage of rented cars. 


Naddeo apparently had difficulty in describing precisely the nature 
of his work as a welfare deputy, the approximate number of claims proc- 
essed by his office, the approximate amount of monies paid out on claims, 
and other pertinent matters. This caused Senator Allott to comment 
as follows: 


“Here is a man who is drawing, well, $10,400 from this one union. 
Altogether, I figure it up that his annual wages we can put our hands 
on are around $35,000, maybe, in excess of that. 


“He has absolutely no concept of what goes on in the office. He 
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has no idea how many claims, who handles them or anything else, 
and I, of course, want to bring that out.” 


Naddeo testified that he was aware that the carrier with which the 
insurance was placed by the Social Security Department of the Laundry 
Workers was Security Mutual Life Insurance Company. He stated that 
the forms for filing insurance claims by the members of Local No. 10 
bore the imprint of Security Mutual and these were the forms which he 
processed for transmittal to the Social Security Department. However, 
the checks in payment of these claims did not come from Security Mutual, 
but rather from th Harlew Agency, owned by Louis Saperstein, the agent 
who was supposed to place the Laundry Workers insurance coverage with 
Security Mutual. 


Naddeo said that he was not surprised nor curious, nor did he think 
it unusual that the insurance checks should have come from the agent, 
rather than from the carrier. He did not question in his own mind the 
obvious conclusion that if the checks were those of the agent, there must 
have been a failure on the agent’s part to carry out his contractural and 
fiduciary obligation to the union to place the coverage with the insurance 
carrier. Naddeo did not see fit to raise any such question, although he not 
only was the welfare deputy for Local No. 10, but was also an inter- 
national vice president of the Laundry Workers International Union. 


The testimony before the Douglas Subcommittee also brought out the 
fact that Naddeo was a participant in the private syndicate which was 
formed by various individuals connected with the Laundry Workers Wel- 
fare program to purchase an insurance company. This syndicate was 
known as Founders Syndicate and Naddeo was its secretary. Nine thou- 
sand dollars ($9,000) in cash was contributed by Naddeo to this syndicate 
and Naddeo transmitted this money to a messenger who was sent over by 
the Harlew Agency. Subsequently, after the syndicate purchased Cali- 
fornia Life Insurance Company and sold it to the Laundry Workers’ Social 
Security Department, Naddeo said that he received his $9,000 back from 
one of the employer trustees of the Laundry Workers’ Welfare fund. 


In its interim report dated July 20, 1955, the Douglas Subcommittee 
commented on the Founders Syndicate operation, as follows: 


“, . . The subcommittee is of the opinion that the purchase of 
California Life in their own names by the very group controlling the 
placing of the LWIU insurance is one of the worst phases in a case 
replete with shocking abuses and complete disregard for the interests 
of the employee-beneficiaries of the fund. 


“The good faith of each of the individuals involved in the pur- 
chase of California Life and the Founders Syndicate manipulation is 
open to serious question. Each one of them at some point in these 
transactions engaged in activities which were in serious conflict with 
their other responsibilities. When this group, which acting in concert 
controlled the destinies of the LWIU welfare fund, bought control in 
their own names of the company to which they were transferring the 
fund insurance they placed themselves in a position to profit person- 
ally at the expense of the welfare fund.” 


Hearing Before the Hearing Officer 


As specified in the notices and charges sent to Naddeo and the other 
officers of FLU No. 22623, a hearing was held before the undersigned hear- 
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ing officer on January 7, 1957, at 10:00 a.m., in the conference room of 
the AFL-CIO headquarters, Washington, D. C. 


Naddeo appeared in his own behalf. Naddeo also appeared with 
Domenic Capitolo, President of FLU No. 22623, on behalf of the Local. 
Edward Davis, an attorney, acted as counsel for Naddeo, Capitolo and the 
Local. Also present were Arthur J. Goldberg, AFL-CIO special counsel, 
who assisted the hearing officer; Wesley Reedy, assistant to AFL-CIO 
Secretary-Treasurer Schnitzler; Robert C. Mayer, of the office of General 
Counsel, AFL-CIO; John J. Lorden, Director, Auditing Department, AFL- 
CIO; and Martin A. Durkin, trustee of FLU No. 22623. 


The hearing officer made it clear to all present that his role was to 
obtain the facts and to afford all concerned a full and fair hearing. The 
hearing was conducted under the Rules Governing Directly Affiliated 
Local Unions, established by the AFL-CIO Executive Council. 


The charging and charged parties and their counsel were given every 
opportunity to make statements, present testimony, cross-examine the 
witnesses, and to make their legal contentions. 


Several exhibits were made part of the record as follows: The AFL- 
CIO Constitution and particularly its provisions relating to directly affili- 
ated local unions and ethical practices; the Rules Governing Directly 
Affiliated Local Unions; policy statement on health and welfare funds 
adopted by the AFL in 1955 and subsequently approved by the AFL 
convention on December 1 and 2, 1955; policy resolutions adopted by the 
First Constitutional Convention of the AFL-CIO on ethical practices and 
on health and welfare plan administration; transcript of Naddeo’s testi- 
mony before the Douglas Subcommittee; various documents containing 
the charges and establishing the trusteeship in this matter; and the Con- 
stitution for Federal Labor Unions adopted by the AFL as a model for 
federal labor unions which did not have their own constitutions and by- 
laws. 


Also introduced as exhibits were minutes of certain membership, exec- 
utive board and shop committee meetings held by the Local; the Local’s 
charter; the contract, group welfare plan booklet and trust agreement 
between the Local and Crown Cork & Seal Company; and a statement 
from the Laundry Workers’ Social Security Department regarding pay- 
ments to welfare deputies. 


Auditor Lorden testified that he had made a report to Secretary- 
Treasurer Schnitzler on December 20, 1956, summarizing Naddeo’s testi- 
mony before the Douglas Subcommittee and recommending that in order 
to protect the interests of the members of FLU No. 22623, Naddeo be 
removed from office and a trusteeship be established. In his report, 
Lorden pointed out that Naddeo held several salaried positions with 
different unions, and that he had ducked being served with subpoenas by 
the Senate Subcommittee for some six months during which time he 
could not have been performing any service for the Local. Lorden testi- 
fied that receipt of several salaries by Naddeo in different full-time 
union positions which made it unlikely that he could devote sufficient time 
to FLU No. 22623 and give its members the service to which they were 
entitled for the $13,000 salary paid to Naddeo by the Local. 


Trustee Durkin testified that in his capacity as an AFL-CIO auditor 
he had audited the Local’s books on three occasions since 1955 and had 
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audited the books of the welfare fund established under the contract 
between the Local and Crown Cork & Seal Company on one occasion. 
According to Durkin, the Local has approximately 1,700 members, 1,250 
of whom are employed at the Crown Cork & Seal Company in Philadelphia. 
The remainder of the membership is employed at eight other companies in 
a wide variety of industries in the Philadelphia area. 


Durkin stated that when he tock over as trustee of FLU No. 22623, 
he inquired of Naddeo and Local President Capitolo as to which constitu- 
tion and by-laws the Local was operating under, and he was told that it 
was operating under the model AFL Constitution for Federal Labor 
Unions of the AFL. Under this document, there is a requirement that 
meetings be held by the Local twice a month. According to Durkin, a 
thorough check of the records made by him showed that the last member- 
ship meeting held by this Local was in April, 1952. Durkin said that 
Capitolo informed him that a meeting actually was held in 1954 to nomi- 
nate officers, but no minutes of such a meeting were kept. However, 
Durkin stated that he could not verify this statement from the Local’s 
records. 


It is also required, under this model Constitution for Federal Labor 
Unions, that officers shall hold office only for a term of one year, that 
candidates for office shall be nominated at a specified regular meeting 
each year and that elections shall take place as specified by the Local in 
its Constitution. It is obvious that since no membership meetings were 
held since April, 1952, these important provisions of said Constitution 
were violated and the Local’s officers have continued in office without 
giving the membership an opportunity to exercise their right to select 
officers each year. 


Another important requirement of said Constitution deals with mem- 
bership review and control of the financial affairs of the Union. Thus, 
the Financial Secretary is required to announce dues receipts at the close 
of each meeting. The Treasurer is required to announce at each meeting 
receipts from the Financial Secretary and all other sources, as well as 
disbursements. Obviously the failure of FLU No. 22623 to hold member- 
ship meetings since April, 1952, deprived the membership of their right to 
determine and control the Local’s financial policies. 


Durkin said that the Executive Board meets monthly for the purpose 
of paying bills and transacting other business. Without any regular 
membership meetings, however, the membership is still left without any 
voice in the administration of the Local’s affairs. 


Durkin stated that there are minutes in the files of meetings held at 
the various plants between officers of the Local and the respective shop 
stewards’ committees which dealt primarily with grievances and other 
matters arising under the contracts. 


Durkin explained how the petty cash accounts of the Local are kept 
and he expressed doubt as to the adequacy and propriety of the book- 
keeping and accounting procedures employed. The entries of income to the 
petty cash account indicate that substantial amounts of money, varying 
from $200 to $550, were placed in this account from time to time by 
drawing checks in such amounts on the Local’s treasury. The entries 
of disbursements from petty cash are listed under general headings 
such as “Local expenses” or “organization expenses.” Under these 
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headings many expenditures, varying from $10 to $25 each, are listed as 
having been made on a single day. Durkin cited numerous instances of 
such multiple entries on different specified dates. For example, for May 13, 
1954, under the “Local expenses” category, there are 25 entries of $10 
each and 2 entries of $20 each. Also for May 13, 1954, under the heading 
of “organization expenses,” there are 13 entries of $10, 1 entry of $15 
and 2 entries of $20. 


Petty cash expenditures approximated $7,000 annually. In connection 
with petty cash disbursements made to President Capitolo, the petty cash 
vouchers signed by him contained no more specific indication as to the 
purposes of the expenditures than “local” or “organization” expenses. 


Durkin also referred to the fact that the Executive Board had ap- 
proved the purchase of calendars which were distributed to the entire 
membership. The calendar sent to each member bore his name under the 
date on which he was born. The expenditure for these calendars amounted 
to $3,598, said Durkin. 


This expenditure is a perfect illustration of the vice of operating the 
Local without regular membership meetings. While it is possible that 
the members might have authorized this expenditure, it is entirely possible 
that it would have been disapproved if the members had been afforded 
the opportunity, which was theirs as a matter of right, to pass upon it. 


Durkin stated that except for the criticisms noted above, he found 
the Local’s books in good shape from an auditing standpoint. Durkin 
stated that his examination of the books of the jointly administered wel- 
fare program at Crown Cork & Seal Company, which has its office on the 
Company premises, showed the books balanced properly and everything 
was all right as far as he, as an auditor, was concerned. He made no 
investigation into the premiums being paid, the benefits provided, or any 
administrative aspects of the program. As far as the record before the 
hearing officer discloses, there are no apparent irregularities in the 
administration of this program. 


Naddeo is designated in the trust agreement with Crown Cork as the 
union’s representative on the joint board of trustees which administers 
the welfare program. However, Durkin testified that there is no record 
in the Local’s files of Naddeo’s designation ever having been approved by 
the membership or the Executive Board. His designation seems to have 
been made by himself. 


Counsel for Naddeo raised a question as to whether it was legal 
under the trust agreement to replace Naddeo as the union trustee when 
he was suspended as Secretary-Treasurer of the Local. However, it is 
clear from the trust agreement that Naddeo served as trustee in a repre- 
sentative capacity as the representative of the Local. His suspension 
from office obviously made him incapable of continuing to serve in a 
representative capacity and it was entirely appropriate for the Local, 
acting through Trustee Durkin, to replace Naddeo as a welfare plan 
trustee. Indeed, the trust agreement contemplated just such a contingu- 
ency since it makes provision for the parties to the agreement to appoint 
successor trustees in the event of the “incapacity” of incumbent trustees. 


Naddeo testified in his own behalf. 


He stated that he stands on the testimony he presented to the Douglas 
Subcommittee in March, 1955. 
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Naddeo confirmed that he still holds the same positions which he held 
when he testified before the Douglas Subcommittee. As International 
Vice President of the Laundry Workers International Union he receives 
$3,900 per year plus expenses. As Vice President of Local No. 10 of the 
Laundry Workers International Union, he receives $10,400 per year. He 
also receives $13,000 per year as Secretary-Treasurer of the Can Workers 
Local. In his capacity as Vice President of Local No. 85 of the Cleaners 
and Dyers Union (now merged with the Laundry Workers), he said he 
receives no salary. 


While he is still the welfare deputy for Local No. 10, Naddeo stated 
he no longer receives personal income from this source. 


According to Naddeo, space in the office of Local No. 10 in Phila- 
delphia (5,600 members) is rented to FLU No. 22623. Local No. 85 
(2,300 members) also has space in the Local No. 10 office. 


Naddeo said he first organized the Can Workers Federal Labor 
Union in 1940 after he had been made an official of Local No. 10 of the 
Laundry Workers. He stated that after he had successfully organized 
the employees of Crown Cork and established the Can Workers Local, 
employees of other companies in non-related industries in the Phila- 
delphia area sought organization and he brought them under the wing of 
the Can Workers Local. 


Among the different types of companies now under contract with 
the Can Workers Local, according to Naddeo, is a chemical company, a 
metal polishing company, a fabricator of oil tanks, a fabricator of steel 
cabinets and kitchen cabinets, and a fabricator of steel drums. These, of 
course, are in addition to Crown Cork which is a can manufacturer. 
Naddeo testified that he negotiated all of the contracts at the 9 companies 
represented by the Local and has handled almost all of the grievances and 
arbitrations of these companies. He also asserted that the various collec- 
tive bargaining agreements and the pension and insurance plans of the 
Local are good ones. 


Although Auditor Lorden had stated in his report that Naddeo 
received a rented automobile from the Local plus a division of annual 
expenses of $7,000 with the Local President, Naddeo stated he received 
neither a rented car nor any expenses from the Local. This was confirmd 
by Durkin. The $7,000 annual expenses refers to the petty cash disburse- 
ments, a great part of which went to Local President Capitolo. It was 
also Capitolo who had the use of the rented car supplied by the Local. 


Capitolo receives a salary of $160 per week from the Local plus a 
rented car and expenses and, according to his testimony, he has no 
other jobs or sources of income. The local employs a secretary, Miss 
Jennie Morelli, at a salary of $70 a week, and Miss Tocci received $75 
per month as the bookkeeper for the Local. (Miss Tocci is also on the 
payroll of Local No. 10.) All checks are signed by Naddeo and Capitolo, 
said Naddeo. 


With respect to Naddeo’s welfare deputy account at Local No. 10 
of the Laundry Workers, Naddeo confirmed the correctness of the 
testimony before the Douglas subcommittee that he had received over 
$17,000 in this account prior to March, 1955. Naddeo further testified 
that he did not recall receiving any 5% payments from the Laundry 
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Workers’ Social Security Department for 1956. However, it appears that 
he was in error. The Laundry Workers International Union has reported 
to the Ethical Practices Committee of the AFL-CIO that from November 
1952 through September, 1956, Naddeo received $34,978.98 in welfare 
deputy payments. Since Naddeo had received only approximately $17,000 
for the period between November, 1952, and September, 1954, he seems 
to have received welfare deputy payments in both 1955 and 1956. Naddeo 
said that beginning in 1956, payments from the welfare deputy account 
have been made only to office personnel and no payments have been made 
to any officers of Local No. 10. 


Naddeo displayed a considerable lack of. knowledge as to precisely 
which constitution and bylaws the Can Workers Local was operating 
under. At first he testified that the Local has always operated under the 
AFL Constitution. Seemingly, he had reference to the very general 
statements with respect to federal labor unions contained in the old 
AFL Constitution. When he was asked whether the Local ever operated 
under the Constitution for Federal Labor Unions furnished by the AFL, 
he said: “No, I have never seen one.” Moreover, Naddeo said that his 
Local never received and he has never seen the Rules Governing Directly 
Affiliated Local Unions which were transmitted to all directly affiliated 
local unions in March 1956. However, the record indicates that such 
Rules actually were received by the Local and are part of its files. When 
he was asked what rules he was operating under, he said: “We are just 
operating the way we always did.” 


Capitolo found it necessary to inject himself while Naddeo was 
testifying, and he stated: “Mr. Naddeo is confused.” Capitolo said that 
the Local had no bylaws until it became necessary to file reports with 
the NLRB as required by the Taft-Hartley Act. At that time the AFL 
Regional Office instructed the Local to file the Constitution for Federal 
Labor Unions of the AFL. The Local was also told by the Regional Office 
that such Constitution was applicable to it. 


Naddeo admitted that he was the chief financial officer of the Local 
in his capacity as both financial secretary and treasurer. He also ad- 
mitted, however, that he knew little about the substantial petty cash 
payments that were made to Capitolo and that he exercised no control 
over the various vouchers turned in by Capitolo to Miss Tocci. Naddeo 
said that it was his practice to rely upon anything that was turned in by 
President Capitolo. 


As concerned Local No. 10 of the Laundry Workers, Naddeo said 
that there are 3 full-time officers. The President receives $300 per week, 
the Secretary-Treasurer also receives $300 per week, and Naddeo, as 
Vice-President, receives $200 per week. Naddeo said that each of these 
offices, including his own, is a full-time office. He also said that his office 
in the Can Workers Local is a full-time office. He explained his ability 
to fulfill two full-time salaried offices with two different locals, as well 
as his non-salaried office with Local No. 85 of the Cleaners and Dyers, his 
salaried office as International Vice-President of the Laundry Workers 
Union, and his Local No. 10 welfare deputy position, by saying he devotes 
as much time as is necessary in order to properly serve these several 
organizations. 


Although Naddeo stated that the shop stewards at the Crown 
Cork & Seal Company are given information as to the finances and 
operation of the jointly administered welfare program at that company, 
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he admitted that no reports on this subject have been made to the mem- 
bership at large despite the requirement of the AFL-CIO resolution on 
health and welfare plans that such reports be sent annually to the mem- 
bership. 

Naddeo and Capitolo both explained that the reason no membership 
meetings have been held since April 1952 is that it is not possible to draw 
the members to attend such a meeting. On a few occasions efforts were 
made to get the membership to turn out by supplying beer at the meeting 
hall. However, according to the witness, this did not turn out too satis- 
factorily, since the members were more interested in the beer than in 
the business of the meeting. 


The record indicates that the only publicity regarding scheduled 
membership meetings has appeared on the back page of the contracts 
with some of the 9 companies and also in each member’s dues book. 
This notice states that the regular meeting is scheduled for the 4th 
Monday of every month at 1239 Spring Garden Street, at 8 p.m. for 
day workers and at 12 noon for night workers. Capitolo said that on 
each of the appointed Mondays, he and Naddeo would be present at the 
hall awaiting the arrival of members for a meeting. However, no 
members showed up all these years and no meetings could be held. 


As far as the record indicates, no special efforts were ever made to 
cope with this serious problem and no reports were made to superiors 
within the Federation of the fact that the Local was operating without 
the membership being given an opportunity to review and pass upon 
the Local’s affairs at regular meetings. Naddeo and Capitolo both 
said that they felt it was sufficient compliance with the requirements for 
democratic operation of a union when the Executive Board met monthly 
to conduct the business of the Local and meetings were held whenever 
necessary with committees at each shop regarding contract and grievance 
problems. 


Capitolo testified that his numerous petty cash expenditures were 
made for union business such as purchasing meals for members of shop 
committees after holding grievance meetings with them. It was his 
practice, he said, to accumulate a record of such expenditures over a 
period of several days or a couple of weeks and to request reimburse- 
ment from Miss Tocci at the end of such periods. 


It is interesting to note that Naddeo, by his own testimony, held 
many meetings with shop committees similar to those held by Capitolo. 
Yet Naddeo apparently never made similar expenditures since he 
testified that he incurred no expenses and drew nothing at all from petty 
cash in performing his duties for the Local. 


Capitolo stated that he is greatly indebted to Naddeo as his mentor 
and also because Naddeo protected his position in the Local while Capitolo 
was away in military service. Although Capitolo recognized that as 
President of the Local, he holds the most important constitutional office, 
he acknowledged that, in fact, Naddeo was the chief administrative and 
policy setting official of the Local. 


Findings of Hearing Officer 


Your Hearing Officer has considered very carefully the entire 
record and exhibits as well as the post-hearing memoranda submitted by 
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counsel for the charged parties. Un the basis thereof, I make the follow- 
ing findings: 


I find that Charles Naddeo failed to comply with provisions of the 
AFL-CIO Constitution relating to ethical practices, failed to comply with 
the Rules Governing Directly Affiliated Local Unions, and engaged in 
activities which are contrary to the welfare and the best interests of the 
AFL-CIO. 


The First Constitutional Convention of the AFL-CIO adopted a 
resolution on “Health and Welfare Plan Administration” in implemen- 
tation of the ethical practices principles set forth in the AFL-CIO Con- 
stitution. This resolution provides that health and welfare programs 
must be administered “as a high trust for the benefit only of the workers 
covered. The trustees or administrators of the health, welfare and retire- 
ment programs, whether union, management or joint, as well as all others 
exercising responsibility in connection with such programs, have the 
obligation to make sure that maximum benefits are provided for the 
money available, and that the highest ethical standards are observed and 
rigorously followed.” This resolution also sets forth certain specific 
guides and standards for trade union officials engaged in the adminis- 
tration of such programs. Among these guides and standards are the 
following: 


“Where a salaried union official serves as employee representative 
or trustee in the administration of a health, welfare, or retirement 
program, such service should be regarded as one of the functions 
expected to be performed by a union official in the normal course 
of his duties and not as an ‘extra’ function requiring further com- 
pensation, over and above his salary, from the welfare fund. Officials 
who already receive full-time pay from their union should not receive 
fees or salaries from a welfare fund.” 


In addition, the standards and guides provide that such union officials 
“should be entirely free of any compromising personal ties, direct or 
indirect, with outside agencies—such as insurance carriers, brokers, con- 
sultants and others—doing business with the welfare plan.” If any union 
official should be found to have benefitted personally from such ties and 
contacts, he “should be removed.” Likewise, the resolution provides that 
any trustee or employee of a fund who has received an unethical payment 
should be removed. 


The resolution provides also that “complete records of the financial 
operations of welfare funds and programs should be maintained in 
accordance with the best accounting practice.” Under the standards set 
forth in the resolution there must be full, regular reports on finances and 
operation to the union membership. 


These health and welfare guides and standards are very similar to 
those which had been previously adopted at the May, 1955, meeting of 
the Executive Council of the AFL, and later approved by the AFL 
Convention. Each former AFL affiliate was notified by the Executive 
Council that it should adhere to these standards. The Congress of Indus- 
trial Organizations (CIO) had also adopted very similar guides and 
standards. 


Naddeo violated the guides and standards in his capacity as trustee 
under the Crown Cork & Seal Company welfare program by failing to 
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make full and regular reports on the finances and operation of the program 
by failing to make full and regular reports on the finances and operation 
of the program to the membership of his union. 


Moreover, in the circumstances of this case, I find that Naddeo vio- 
lated these guides and standards and ethical practices principles of the 
AFL-CIO by accepting a salary for a full-time position of $13,000 per 
year from FLU No. 22623 at the same time that he served in full-time 
positions within the Laundry Workers International Union and received 
substantial salaries and welfare deputy payments in connection with 
those positions. 


Naddeo also violated the Rules Governing Directly Affiliated Local 
Unions and acted contrary to the best interests of the AFL-CIO by his 
failure to properly carry out the functions of his offices in FLU No. 
22623. As a principal officer and chief financial official of the Local, 
Naddeo abdicated his fundamental responsibilities by permitting the Local 
to operate without membership meetings for almost five years, and with- 
out regular election of officers by the membership. He was also derelict 
in failing to exercise supervision over the monies going in and out of the 
Local’s petty cash account and in permitting inadequate bookkeeping and 
accounting procedures in connection with this account. 


Moreover, Naddeo displayed inexcusable ignorance concerning the 
applicable constitution and by-laws which govern FLU No. 22623. In 
addition, Naddeo obviously could not carry out his official functions for the 
Local during the six-month period when he travelled several times to Cali- 
fornia and Florida while the Douglas Subcommittee sought to subpoena 
him. 

As concerns the charges against FLU No. 22623, I find that it violated 
the AFL-CIO Constitution and failed to conform its policies to the policies 
of the AFL-CIO. The officers of this Local displayed an utter lack of 
responsibility and competence by permitting the Local to operate without 
membership meetings for almost five years, without regular election of 
officers by the membership, and without membership review and approval 
of the Local’s financial affairs. The officers likewise must share responsi- 
bility for the inadequate bookkeeping and accounting procedures relating 
to the petty cash account. 


The method by which this Local was operated deprived the members 
of their basic democratic right to govern themselves and constituted an 
usurpation by the officers of the rights and privileges which are vested 
exclusively in the membership. 


Recommendations of Hearing Officer 


I hereby make the following recommendations: 

1. The charges against Charles Naddeo should be sustained. In 
accordance with the powers of the President of the AFL-CIO under Rule 
21 of the Rules Governing Directly Affiliated Local Unions, Charles 
Naddeo’s suspension from the office of Secretary-Treasurer in FLU No. 
22623 should be converted into permanent removal and he should be 
expelled from membership in the Local. 


2. The charges against FLU No. 22623 should be sustained. The 
trusteeship established by the AFL-CIO President over the affairs and 
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property of this Local should be continued in effect until such time as the 
AFL-CIO President shall determine that the Local has been conducting 
regular membership meetings and is capable of electing officers and 
conducting its affairs in conformance with the AFL-CIO Constitution, the 
Rules Governing Directly Affiliated Local Unions and the policies of the 
AFL-CIO. 

3. The suspension of the officers of FLU No. 22623 should be con- 
verted into removal from office, and the designation of all the former 
incumbent officers, except Charles Naddeo, to serve as temporary officers 
under the supervision of the trustee should be cancelled. 


Respectfully submitted, 


Joseph A. Beirne 
Vice President, AFL-CIO 
Hearing Officer 


Decision of AFL-CIO President George Meany 
Regarding Charges Against 
Can Workers Federal Labor Union No. 22623 


and Charles Naddeo 
Miami Beach, Florida, January 28, 1957 


The undersigned, George Meany, president of the American Feder- 
ation of Labor and Congress of Industrial Organizations, in accordance 
with powers vested in him by the constitution of the AFL-CIO and the 
Rules Governing Directly Affiliated Local Unions, hereby approves the 
report and recommendations of the AFL-CIO Vice President, Joseph A. 
Beirne, hearing officer to the undersigned, regarding charges against Can 
Workers Federal Labor Union No. 22623 and Charles Naddeo. 


The said report and recommendations of AFL-CIO Vice President 
Joseph A. Beirne, hearing officer, is adopted by the undersigned, George 
Meany, president of the AFL-CIO, as his decision regarding charges 
against Can Workers Federal Labor Union No. 22623 and Charles Naddeo, 
which is incorporated herein by reference. 


In accordance with recommendations of Vice President Beirne, hearing 
officer: 

1. The charges against Charles Naddeo are sustained. In accordance 
with the powers of the president of the AFL-CIO, under Rule 21 of the 
rules governing directly affiliated local unions, Charles Naddeo’s suspen- 
sion from the office of Secretary-Treasurer of Federal Labor Union No. 
22623 is converted into permanent removal from office in said directly 
affiliated local union and Charles Naddeo is expelled from membership in 
the local. 

2. The charges against Federal Labor Union No. 22623 are sustained. 
The trusteeship established by the undersigned as president of the AFL- 
CIO under the rules governing directly affiliated local unions over the 
affairs and property of this local, is continued in effect until such time 
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as the undersigned president of the AFL-CIO shall determine that Federal 
Labor Union No. 22623 has been conducting regular membership meetings 
and is capable of electing officers and conducting its affairs in conformance 
with the AFL-CIO constitution, the rules governing directly affiliated local 
unions, and the policies of the AFL-CIO. 


3. The suspension of the officers of Federal Labor Union No. 22623 is 
converted into removal from office, and the designation of all of the former 
incumbent officers, except Charles Naddeo, who was suspended from office 
and is now removed therefrom and expelled from the union, to serve as 
temporary officers under the supervision of the trustee, is cancelled. 


George Meany 
President, AFL-CIO 
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2nd SUPPLEMENTAL REPORT 


I. 
Per Capita Tax 


Article XVI, Section 2 of the Constitution of the AFL-CIO pro- 
vides that each National or International Union and Organizing 
Committee shall pay to the Federation a per capita tax of 4 cents 
per member per month. 


Article XV, Section 4 of the AFL-CIO Constitution provides that 
the per capita tax payment to the Federation by Directly Affiliated 
Local Uniens shall be determined by the Executive Council but shall 
not be less than 80 cents per month. 


The first sentence of Article XVI, Section 3 of the AFL-CIO 
Constitution provides that each Directly affiliated Local Union shall 
pay, on or before the fifteenth day of each month, for the preceding 
month, a per capita tax of not less than 80 cents per member per 
month as provided for in the rules governing the organization and 
activities of Directly Affiliated Local Unions. 


During the period from December 5, 1955, the date of the merger 
of the American Federation of Labor and the Congress of Industrial 
Organizations, to the end of June, 1956, the expenses of the AFL- 
CIO exceeded normal income in an amount in excess of $700,000, or 
approximately $100,000 per month. Fortunately, however, the Fed- 
eration received during that period, as excess per capita taxes from 
former C.I.0. National and International Unions, non-recurring income 
in the amount of $546,640.72 which reduced the operating deficit of 
the Federation to approximately $157,000. 


Because of this operating deficit it became necessary for the 
AFL-CIO Executive Council, acting pursuant to Article XVI, Section 
4 of the Federation’s Constitution, to declare a per capita tax assess- 
ment effective July 1, 1956 which had the effect of increasing the 
per capita tax assessments of National and International Unions and 
Directly Affiliated Local Unions by one cent per member per month 
for fifteen months. Subsequently the pericd of this assessment was 
extended through December, 1957. Because of this assessment the 
income of the Federation, during the fiscal year from July 1, 1956 
through June 30, 1957, exceeded expenditures, resulting in a recovery 
of approximately $900,000. Had this assessment not been in effect, 
however, the Federation’s expenses during the fiscal year mentioned 
would have exceeded income by approximately $80,000 per month, 
or a total of $960,000. 


This experience demonstrates that if the Federation is to fully 
carry out the purposes for which it was created, it is necessary that 
the per capita tax to be paid by National and International Unions 
and by Directly Affiliated Local Unions be increased. 


After full consideration and discussion of this problem, the 
Executive Council has concluded it is necessary to the proper func- 
tioning of the AFL-CIO that, effective January 1, 1958, the per capita 
tax to be paid to the Federation by National and International Unions 
be 5 cents per member per month and that effective January 1, 1958 
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the per capita tax to be paid to the Federation by Directly Affiliated 
Local Unions be $1.00 per member per month. 


Because of this determination, the Executive Council, acting 
pursuant to the authority vested in it by the AFL-CIO Constitution, 
has amended the Rules Governing Directly Affiliated Local Unions 
so as to require each directly affiliated local union to pay to the 
Federation a per capita tax of $1.00 per member per month effective 
January 1, 1958, and recommends to this Convention that Article XV, 
Section 4 of the AFL-CIO Constitution be amended to read as follows: 


“Sec. 4. The per capita payment to the Federation by local 
unions directly affiliated to it shall be determined by the Execu- 
tive Council but shall not be less than one dollar per month.”; 


and that the first sentence of Article XVI, Section 3 of the AFL-CIO 
Constitution be amended to read as follows: 


“Sec. 3. Each directly affiliated local union shall pay on or before 
the fifteenth day of each month, for the preceding month, a 
per capita tax of not less than one dollar per member per month, 
as provided for in the rules governing the organization and 
activities of such directly affiliated local unions.” 


The Executive Council further recommends to this Convention 
that Article XVI, Section 2 of the AFL-CIO Constitution be amended 
to read as follows: 


“Section 2. Each national or international union and organizing 
committee shall pay on or before the fifteenth day of each 
month, for the preceding month, a per capita tax of 5 cents 
per member per month.” 


It is the recommendation of the Executive Council that these 
amendments to the Constitution of the AFL-CIO be made effective 
as of January 1, 1958. 


Il. 
General Board 


Article X of the Constitution of the AFL-CIO creates a General 
Board of the Federation consisting of all of the members of the 
Executive Council of the Federation and the President or other prin- 
cipal officer of each of the affiliated National or International Unions 
and each trade and industrial department and provides that this 
General Board shall decide all policy questions referred to it by the 
Executive Officers or by the Executive Council. Section 2 of this 
Article provides that the General Board shall meet upon the call 
of the President of the Federation, but such meeting shall be called 
at least once each year. 


The Executive Council believes that the inherent intent in the 
Constitutional provision governing meetings of the General Board was 
that this Board should not be required to meet in any year in which a 
Convention is held, but that a meeting of such Board should be held at 
least once during the year intervening between the conventions of the 
AFL-CIO. This appears to be so because the function of the General 
Board is to decide such policy questions as may be referred to it by the 
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Executive Officers or by the Executive Council and the requirement to 
hold such a meeting of the General Executive Board for such a purpose 
in a year in which a Convention is held may create an unnecessary 
demand upon the time of the principal officers of affiliated National 
and International Unions and trade and industrial departments and 
may constitute an unnecessary expense to such affiliates and depart- 
ments. For this reason, and because Section 2 of Article X of the 
AFL-CIO Constitution does require a meeting of the General Board 
to be held at least once each year, the Executive Council recommends 
to this Convention that Section 2 of Article X of the AFL-CIO 
Constitution be amended to read as follows: 


“Sec. 2. The General Board shall meet upon the call of the 
President of the Federation but such meeting shall be called at 
least once in any year in which a Convention is not held.” 
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“We shall combat resolutely 
the forces which seek to under- 
mine the democratic institutions 
of our nation and to enslave the 
human soul. 


“We shall strive always to win 
full respect for the dignity of 
the human individual whom our 
unions serve.” 


From AFL-CIO Constitution 
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